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33-6009 DEFERRAL, UNTIL 1980, OF THE EF- 
FECTIVE DATE OF THE QUARTERLY 
REPORTING REQUIREMENTS FOR 
LIFE INSURANCE COMPANIES 
WHOSE SHARES ARE NOT ACTIVELY 
TRADED 


ADOPTION OF PREVIOUSLY PRO- 
POSED AMENDMENTS TO THE UNI- 
FORM NET CAPITAL RULE, WHICH 
SET FORTH THE TREATMENT TO BE 
ACCORDED SPECIFIC RECEIVABLES 
AND UNDUE CONCENTRATION DE- 
DUCTIONS RELATING TO TRANS- 
ACTIONS IN MUNICIPAL SECURITIES 
34-15426. PROPOSED AMENDMENT TO UNI- 
FORM NET CAPITAL RULE AND AP- 
PENDIX B AND D THERETO AND THE 
REPORT TO BE MADE BY BROKERS 
AND DEALERS THAT ARE ALSO 
FUTURES COMMISSION MER- 
CHANTS REGISTERED WITH THE 
COMMODITY FUTURES TRADING 
COMMISSION [File No. S7-766—Com- 
ment Period Expires February 1, 1979]. 


PROPOSAL TO AMEND THE SCHED- 
ULE OF SEGREGATION REQUIRE- 
MENTS AND FUNDS ON DEPOSIT IN 
SEGREATION, CURRENTLY BEING 

USED BY THE COMMODITY FUTURES 
TRADING COMMISSION FOR ITS 
MEMBERS [File No. S7-767—Com- 
ment Period Expires February 1, 1979]. 
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SECURITIES ACT OF 1933 
Release No. 6009/December 28, 1978 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15445/December 28, 1978 


ACCOUNTING SERIES 
Release No. 259/December 28, 1978 


Quarterly Reporting Requirements for Life Insurance 
Companies 


AGENCY: Securities and Exchange Commission. 
ACTION: Final rules. 


SUMMARY: The Commission is further deferring, 
until 1980, the effective date of the quaterly reporting 
requirements for life insurance companies whose 
shares are not actively traded. Such additional delay is 
necessary to allow sufficient time for the Commission 
to consider the view expressed at public hearings this 
year concerning the problems of small companies 
generally. 


EFFECTIVE DATE: Deferred from fiscal years ending 
after December 25, 1979 to years ending after 
December 25, 1980. 


FOR FURTHER INFORMATION CONTACT: Lawrence 
J. Bloch, Office of the Chief Accountant, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549 (202-472-3782). 


SUPPLEMENTARY INFORMATION: On September 
20, 1976, the Commission issued Accounting Series 
Release No. 197 [41 FR 42645]! to require quarterly 
financial reporting, on Form 10-Q, by life insurance 
companies and holding companies having only life 
insurance subsidiaries. In that release the Commission 
Stated: 


Recognizing that some life insurers do not 
presently prepare quarterly financial infor- 
mation, the Commission believes that the 
quarterly reporting responsibilities imposed 
by these amendments should first be 
applied to those life insurance companies 
whose activities are most closely followed 
by analysts and investors. At the same time 
and taking into account the lead time and 
Start-up requirements for those companies 
not currently preparing quarterly financial 
information on a generally accepted 





1 Certain corrections were made in Accounting Series 
Release No. 218 [42 FR 27879], May 23, 1977. 
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accounting principles (GAAP) basis, the 
Commission has decided to defer the 
effective date of these amendments until 
1978 for life insurance companies whose 
shares are not actively traded. In addition, 
the Commission notes that its Advisory 
Committee on Corporate Disclosure is 
reviewing the overall question of the 
reporting responsibilities of smaller com- 
panies. The results of their work are 
anticipated in mid-1977 and could possibly 
impact the filing requirements of many 
smaller companies, including small public 
life insurance companies. Accordingly, the 
Commission will give notice no later than 
September 30, 1977, as to whether or not 
there will be any further delay of the 
effective date of these amendments or any 
change in these amendments with respect 
to those life insurance companies whose 
shares are not actively traded. 


In Accounting Series Release No. 228 [42 FR 54531], 
October 7, 1977, the Commission deferred through 
1978 the effective date of the quarterly reporting 
requirements for life insurance companies whose 
shares are not actively traded. Subsequently on 
November 3, 1977 the Commission’s Advisory 
Committee on Corporate Disclosure issued its report 
which included the following recommendations 
concerning the problems of small companies: 


The Commission should hold public 
hearings to determine: (1) whether and to 
what extent, the Commission should 
attempt to define a category of “small 
companies” for the purpose of requiring 
less burdensome reporting; (2) how such a 
classification, if desirable and possible, 
should be defined; and (3) if definition is 
possible, what reductions of reporting 
requirements are possible, consistent with 
the purposes of the Federal securities laws. 


Earlier this year the Commission staff conducted a 
series of public hearings in several parts of the country 
at which the problems of small companies were 
discussed. The views expressed at these hearings are 
now being reviewed by the Commission and the staff to 
ascertain future policies relating to small companies 
generally. Accordingly, the Commission has decided 
to further defer until 1980 the effective date of the 
quarterly reporting requirements for life insurance 
companies whose shares are not actively traded. 


COMMISSION ACTION: The Commission hereby 
amends paragraphs (c)(1) of §§240.13a-13 and 15d-13 
of 17 CFR Part 240, to defer the effective date specified 
therein as given below. 





§240.13a-13 Quarterly reports on Form 10-Q(§249.308a 
of this chapter) 


(c) * * 


(1) Life insurance companies and holding companies 
having only life insurance subsidiaries for quarters in 
fiscal years ending on or before December 25, 1980, if 
they do not meet the tests specified in paragraph 
(t)(1)(i) of §210.3-16; or 


§240.15d-13 Quarterly reports on Form 10-Q (§249.308a 
of this chapter). 


* 


(c) * 


(1) Life insurance companies and holding companies 
having only life insurance subsidiaries for quarters in 
fiscal years ending on or before December 25, 1980, if 
they do not meet the tests specified in paragraph 
(t)(1)(i) of §210.3-16; or 


* * 


These amendments are adopted pursuant to authority 
in Sections 12, 13, 15(d) and 23(a) [15 U.S.C. 781, 78m, 
780(d) and 78w] of the Securities Exchange Act of 
1934. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6010/December 28, 1978 


In the Matter of 


HAHN, LOESER, FREEDHEIM, DEAN & WELLMAN 
RETIREMENT PLAN 

800 National City E. 6th Building 

Cleveland, OH 44114 


(18-26) 


ORDER PURSUANT TO SECTION 3(a)(2) OF THE 


SECURITIES ACT OF 1933 EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT INTERESTS 
OR PARTICIPATIONS IN THE HAHN, LOESER, 
FREEDHEIM & WELLMAN RETIREMENT PLAN 


Hahn, Loeser, Freedheim, Dean & Wellman 
(“Applicant”), a law firm organized as a partnership 
under the laws of the State of Ohio, filed an application 
on October 30, 1978, for an exemption from the 
registration requirements of the Securities Act of 1933 
(the “Act”) for interests or participations issued in 
connection with the Hahn, Loeser, Freedheim, Dean & 
Wellman Retirement Plan (the “Plan”). 


On December 2, 1978, a notice was issued (Release 
No. 6002) of the filing of the application. The notice 
gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the 
application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 3(a)(2) of the Act, 
that interests or participations issued in connection 
with the Plan shall not be subject to the requirements 
of Section 5 of the Act, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15423/December 21, 1978 


Uniform Net Capital Rule 


AGENCY: Securities and Exchange Commission. 
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ACTION: Final Rule. 

SUMMARY: The Commission is adopting previously 
proposed amendments to its uniform net capital rule, 
which set forth the treatment to be accorded specific 
receivables and undue concentration deductions 
relating to transactions in municipal securities. 


EFFECTIVE DATE: February 1, 1979. 


FOR FURTHER INFORMATION CONTACT: Nelson 
S. Kibler, Assistant Director, Division of Market 
Regulation, Securities and Exchange Commission, 
Washington, D.C. 20549 (202) 376-8131. 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission today announced the 
adoption of certain amendments to Rule 15c3-1 (17 
CFR 240.15c3-1) under the Securities Exchange Act of 
1934, the uniform net capital rule. The amendments! 
which become effective on February 1, 1979 are 
substantially the same as those contained in Securities 
Exchange Act Release No. 14995, July 26, 1978, 43 FR 
33935 (August 2, 1978), with minor modifications to 
Rule 15c3-1(c)(2)(iv)(C) distinguishing secondary joint 
accounts from underwritings, and Rule 15c3- 
1(c)(2)(vi)(M) and Rule 15c3-1(f)(3)(iii) clarifying that 
the 20 consecutive day holding period for determining 
the application of the undue concentration haircut 
requirements begins on the date of delivery of the 
securities to the broker or dealer and not on the date the 
commitment is made by the broker or dealer to 
purchase municipal securities from a syndicate. 


Six comment letters were received to the amendments 
proposed in Release No. 14995. All commentators 
favored the adoption of the proposed amendments with 
minor technical modifications. One commentator, 
however, expressed the opinion that municipal 
broker-brokers should be exempt from the undue 
concentration requirements. It is the view of the 
Commission that such an exemption is not necessary 
as such brokers generally do not take a position in 
municipal securities. However, to the extent such firms 
are required to take a position they should conform to 
the same undue concentration requirement as apply to 
other brokers or dealers in municipal securities. 


DISCUSSION 


Rule 15c3-1(c)(2)(iv)(C) originally required the 
deduction from net worth of good faith deposits arising 
in connection with an underwriting of any security and 
outstanding longer than eleven business days. In 





1 Those sections amended are 240.15c3-1(c)(2)(iv)(C); 
240.15¢3-1(c)(2)(vi)(M) and 240.15c3-1(f)(3)(iii). 
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addition, profits derived from participation in an 
underwriting syndicate were treated as “unsecured 
receivables” which pursuant to Rule 15c3-1(c)(2)(iv)(E) 
were deducted from net worth. In Securities Exchange 
Act Release No. 118542 the Commission adopted 
temporary amendments to Rule 15c3-1(c)(2)(iv)(C) 
permitting the inclusion in net worth, for ninety (90) 
days after settlement of the underwriting with the 
issuer, good faith deposits and receivables arising 
from participation in municipal securities underwrit- 
ings. In Release No. 14995 the Commission proposed 
to reduce the ninety (90) day period to sixty (60) days. 
It was also proposed in Release No. 14995 that profits 
receivable from municipal securities secondary joint 
accounts would be includable in net worth for 60 days. 
Rule 15c3-1(c)(2)(iv)(C) has been adopted substantially 
as proposed with minor language modifications 
indicating that secondary joint accounts are not 
considered to be underwritings for purposes of that 
provision, and to distinguish non-municipal securities 
underwritings from municipal securities underwritings. 


Rule 15c3-1(c)(2)(vi)(M) in general provides that a 
deduction from net worth equal to half the appropriate 
haircut shall be taken against long or short positions in 
the securities of an issuer of a single class or series, 
the market value of which positions exceed ten percent 
of tentative net capital. A similar provision, Rule 
15c3-1(f)(3)(iii), applies to computations under the 
alternative net capital requirement. In Release No. 
11854, the Commission exempted positions in 
municipal securities from the undue concentration 
provisions of Rule 15c3-1 on a temporary basis. In 
Release No. 14995 the Commission proposed to amend 
Rule 15c3-1(c)(2)(iv)(M) and 15c3-1(f)(3)(iii) to require 
that the undue concentration haircut provisions apply 
to municipal securities if the issue has the same 
security provisions, date, interest rate, day, month and 
year of maturity and such securities have a market 
value in excess of $500,000 in bonds ($5,000,000 in 
notes) or 10% of tentative net capital, whichever is 
greater,’ and are held in position longer than 20 
business days. 


These amendments to Rule 15c3-1(c)(2)(iv)(M) and 
Rule 15c3-1(f)(3)(iii) have been adopted substantially 





2 Securities Exchange Act Release No. 11854, 
November 20, 1975; 40 FR 57786 (December 12, 1975). 


3 This amendment is designed to exclude all but very 
large and older positions in municipal securities from 
its provisions. Also, it should be noted that the dollar 
limitations of these provisions apply to each serial 
bond installment having the same maturity and not to 
the entire issue which may contain many maturity 
dates. 





as proposed with minor language modifications 
clarifying that the 20 consecutive day holding period 
for determining the application of the undue 
concentration haircut requirements begins on the date 
of delivery of the securities to the broker or dealer and 
not on the date the commitment is made by a 
broker-dealer to purchase municipal securities from a 
syndicate. 


STATUTORY BASIS, COMPETITIVE CONSIDERATION 
AND EFFECTIVE DATE 


Pursuant to the Securities Exchange Act of 1934 and 
particularly Sections 15(c)(3) and 23(a) thereof, 15 
U.S.C. §780(c)(3) and 78w(a), the Commission amends 
§240.15c3-1 in Part 240 of Chapter II of Title 17 of the 
Code of Federal Regulations in the manner set forth 
below, effective February 1, 1979. The Commission 
finds that any burden imposed upon competition by 
the amendment is necessary and appropriate in 
furtherance of the purposes of the Act, and particularly 
to implement the Commission’s continuing mandate 
under Section 15(c)(3) thereof, 15 U.S.C. §780(c)(3), to 
provide human minimum safeguards with respect to 
financial responsibility of brokers and dealers. 


TEXT OF AMENDMENTS TO SECTION 240.15c3-1 


§240.15c3-1 Net capital requirements for brokers or 
dealers. 


(iv) *-* 


(C) Interest receivable, floor brokerage receivable, 
commissions receivable from other brokers or dealers 
(other than syndicate profits which shall be treated as 
required in subparagraph (c)(2)(iv)(E) of this section), 
mutual fund concessions receivable and management 
fees receivable from registered investment companies, 
all of which receivables are outstanding longer than 
thirty (30) days from the date they arise; dividends 
receivable outstanding longer than thirty (30) days 
from the payable date; good faith deposits arising in 
connection with a non-municipal securities under- 
writing, outstanding longer than eleven (11) business 
days from the settlement of the underwriting with the 
issuer; receivables due from participation in municipal 
securities underwriting syndicates and municipal 
securities joint underwriting accounts which are 
outstanding longer than sixty (60) days from 
settlement of the underwriting with the issuer and 
good faith deposits arising in connection with an 
underwriting of municipal securities, outstanding 


longer than sixty (60) days from settlement of the 
underwriting with the issuer; and receivables due from 
participation in municipal securities secondary trading 
joint accounts, which are outstanding longer than sixty 
(60) days from the date all securities have been 
delivered by the account manager to the account 
members. 


in Section 240.15c3-1, the last sentence of paragraphs 
(c)(2)(vi)(M) and (f)(3)(iii) is amended to read as 
follows: Provided further, this provision will be applied 
to an issue of municipal securities having the same 
security provisions, date of issue, interest rate, day, 
month and year of maturity only if such securities have 
a market value in excess of $500,000 in bonds 
($5,000,000 in notes) or 10% of tentative net capital, 
whichever is greater, and are held in position longer 
than twenty (20) business days from the date the 
securities are received by the syndicate manager from 
the issuer. 


* 


Because the amendments contained in this release 
will not become effective until February 1, 1979 the 
Commission extends until January 31, 1979 the 
temporary provisions4 of the net capital rule which 
allow good faith deposits and syndicate or joint 
account receivables arising in connection with 
municipal securities to be included in the net worth of 
a broker or dealer for 90 days, and which exempt 
municipal securities from the undue concentration 
requirements. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15424/December 21, 1978 


In the Matter of 


MUNICIPAL SECURITIES RULEMAKING BOARD 





4 For a more detailed discussion of the temporary 
provisions see Securities Exchange Act Release No. 
14994, July 26, 1978; 43 FR 33906, August 2, 1978. 
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Suite 507 
1150 Connecticut Avenue, N.W. 
Washington, D.C. 20036 


(File No. SR-MSRB-78-17) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY MUNICIPAL SECURITIES RULEMAKING BOARD 
AND ORDER APPROVING PROPOSED RULE CHANGE 


Pursuant to Section 19(b) of the Securities Exchange 
Act of 1934, 15 U.S.C. 78(s)(b)(1) (the “Act”), notice is 
hereby given that on December 13, 1978, the Municipal 
Securities Rulemaking Board (the “MSRB”) filed with 
the Commission copies of a proposed rule change. The 
proposed rule change would modify the MSRB’s 
interdealer uniform practice rule to provide that parties 
need not follow the comparison and verification 
procedures set forth in MSRB rule G-12(d) if the only 
discrepancy on confirmations with respect to a 
municipal securities transaction involves the CUSIP 
number. The proposed rule change also would require 
parties to resolve any such discrepancy promptly in 
order to assure that the discrepancy is not attributable 
to a disagreement between the parties as to the terms 
of the transaction.! The text of the proposed rule 
change is as follows (italics indicate new language): 


Rule G-12. Uniform Practice 
(a) through (c) No change. 


(d) Comparison and Verification of Confirmations; 
Unrecognized Transactions. 


(i) through (vii) No change. 


(viii) The provisions of this section (d) 
Shall not apply to any discrepancy in 
compared confirmations relating solely to 
the CUSIP number requirement of subpara- 
graph F of paragraph (c)(v). In the event 
either party discovers such a discrepancy, 
such party shall promptly communicate 
such discrepancy to the contra party and 





1 MSRB rule G-1 2(e)(ii) provides that the delivery ticket 
accompanying the delivery of municipal securities also 
must contain the appropriate CUSIP number. The 
MSRB has not filed an amendment to this re- 
quirement, but it has indicated its belief that de- 
livery of securities should not be rejected if the only 
error in the accompanying delivery ticket relates to 


the Cusip number. The MSRB has stated that it 
intends to consider the adoption of an amend- 
ment to this requirement at its January meeting. 
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both parties shall promptly resolve the 
discrepancy. 


(e) through (1) No change. 


interested persons are invited to submit written data, 
views, and arguments concerning the proposed rule 
change within 21 days of this publication. Persons 
desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSRB-78-17. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to the 
MSRB and, in particular, the requirements of Section 
15B and the rules and regulations thereunder. The 
Commission also finds good cause for approving the 
proposed rule change prior to the thirtieth day after the 
date of publication of notice of its filing, since the 
proposed rule change alters a requirement which will 
become effective on January 1, 1979. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above be, and it hereby is, approved. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15425/December 21, 1978 


Orders have been issued granting the applications 
submitted by the New York Stock Exchange, Inc. to 
strike the common stocks of the following companies 
from listing and registration: SONESTA INTER- 
NATIONAL HOTEL CORPORATION ($.80 Par Value) 
and TISHMAN REALTY & CONSTRUCTION CO., INC. 
($.10 Par Value). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15426/December 21, 1978 





NET CAPITAL REQUIREMENTS FOR BROKERS AND 
DEALERS 


AGENCY: Securities and Exchange Commission 
ACTION: Proposed amendment to rule. 


SUMMARY: The Commission is proposing to amend 
the uniform net capital rule and Appendix B and D 
thereto and the report to be made by brokers and 
dealers that are also future commission merchants 
registered with the Commodity Futures Trading 
Commission (“CFTC”). The proposed amendments are 
intended to be substantially the same as comparable 
rules of the CFTC, thereby eliminating the need to 
make duplicate computations and reports for regis- 
tered brokers and dealers that are also future commis- 
sion merchants. 


DATE: Comments must be received on or before 
February 1, 1979 


ADDRESSES: All comments should be directed in 
triplicate to George A. Fitzsimmons, Secretary, Securi- 
ties and Exchange Commission, 500 North Capitol 
Street, Washington, D.C. 20549. Comments should 
refer to File No. S7-766 and will be available for public 
inspection at the Commission’s Public Reference 
Room, 1100 L Street, N.W., Washington, D.C. 


FOR FURTHER INFORMATION CONTACT: Nelson S. 
Kibler, Assistant Director, Division of Market Regula- 
tion, Securities and Exchange Commission, Washing- 
ton, D.C. 20549 (202) 376-8131. 


SUPPLEMENTARY INFORMATION: The Commission 
today announced proposed amendments to the 
uniform net capital rule, and Appendixes B and D to 17 
CFR 240.15c3-1. The amendments are designed to 
alleviate the need to make duplicate computations of 
the capital requirements established by the Commis- 
sion and the CFTC by registered brokers and dealers 
who are also futures commission merchants. The rule 
changes proposed herein are intended to be identical 
to comparable rules of the CFTC pertaining to trans- 
actions in commodities, commodity futures and 
similar instruments. It is also proposed to amend 
§240.17a-5 to include the definition of customer as 
found in the general regulations under the Commodity 
Exchange Act. 


DISCUSSION 


Rule 15c3-1, the uniform net capital rule (17 CFR 
240.15c3-1), in general requires a broker or dealer to 
maintain a certain specified minimum “net capital” 
depending on the nature of its securities business and 


its circumstances.! The amount of net capital required 
under a given set of circumstances would depend upon 
the “aggregate indebtedness” of a broker or dealer.2 
Paragraph (c)(2) of the rule defines net capital as the 
net worth of a broker or dealer adjusted by certain 
described items. Paragraph (c)(1) of the Rule defines 
“aggregate indebtedness” as the total money liabilities 
of a broker or dealer in connection with any securities 
transaction with limited exclusions. The rule requires 
brokers or dealers to have sufficient cash or liquid 
assets to protect the cash or securities positions 
carried in their customers’ accounts. The thrust of the 
rule is to insure that a broker or dealer has sufficient 
liquid assets to cover current indebtedness. 


On September 8, 1978 the Commodity Futures Trading 
Commission (the “CFTC’’) amended its rules 
pertaining to the minimum financial and related 
reporting requirements imposed upon futures 
commission merchants.’ Although the CFTC 
amendments apply only to futures commission 
merchants, about half of all commodity customer 
business in the futures industry is done by futures 
commission merchants that are also registered with 
the Commission as brokers or dealers and are, there- 
fore, subject to the uniform net capital rule. The 
amendments proposed herein are designed to provide 
uniformity and avoid duplicative requirements as well 
as additional reporting for futures commission 
merchants which are also brokers or dealers. The 
Commission believes it is important to achieve 
uniformity in this area in the interest of fair and 
equitable regulation consistent with its regulatory 
responsibility. 


The most significant of the proposed amendments 
would be the adoption of the CFTC’s so-called safety 
factors on futures. The amendments, if adopted as 
proposed, will substitute the CFTC’s safety factors on 
futures for the haircut deductions currently required by 
Appendix B to 17 CFR 240.15c3-1. 


Next, for those brokers or dealers which have elected 
to operate under the alternative net capital require- 
ment, the amendments would require securities 
brokers or dealers which are also futures commission 





TRule 15¢3-1(a). 


2Brokers or dealers operating under paragraph (f) of 
Rule 15c3-1 would determine their net capital require- 
ment upon the “aggregate debit” items computed 
pursuant to the “Formula for Determination Reserve 
Requirements of Brokers and Dealers” as set forth at 
Rule 15c3-3a. 


343 FR 39956 (September 8, 1978). 
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merchants to maintain 4 percent of the funds required 
to be segregated pursuant to the general regulations 
under the Commodity Exchange Act if such amount is 
greater than the financial requirements for brokers or 
dealers doing a securities business exclusively. 


Under the proposed amendments the length of time 
margin calls would be allowed to remain outstanding 
for under-margined customer futures accounts would 
be scaled down to 3 business days by December 31, 
1982. Margin could remain uncollected for up to 5 
business days until December 31, 1980, 4 business 
days until December 31, 1982 and 3 business days 
thereafter before a charge is made to net capital. The 5 
business day period for securities will remain 
unchanged. 


Another significant time differential from the way 
commodities are now treated involves deficits or debt 
ledger balances in unsecured customers’, non- 
customers’ and proprietary accounts related to 
commodities transactions, which are the subject of 
calls for margin or other required deposits. Under the 
proposals, such accounts could be included in current 
assets for one day. For brokers or dealers, deficits in 
customer and non-customer accounts are treated as 
unsecured receivables and are deducted in computing 
net capital. In addition, the length of time margin calls 
pertaining to commodity transactions would be 
allowed to remain outstanding for under-margined 
non-customers and omnibus commodity futures 
accounts would be reduced from 5 business days to 2 
business days. 


The proposed amendments would clearly specify that 
receivables from a foreign clearing organization 
resulting from commodities transactions as well as 
stock held in a clearing organization may be treated as 
current assets. Under the current Commission rules 
such items would generally be treated as assets not 
readily convertible into cash and would have to be 
deducted from current assets. 


Finally, the proposed amendments would provide that 
where a commodity-related asset or liability is defined 
in the CFTC’s regulations and is not specifically 
defined in the Commission’s regulations the inclusion 
or exclusion of all or part of such asset or liability from 
the net capital computation shall be in accordance with 
the CFTC’s regulation. 


* 


lf adopted as proposed the amendments would also 
expand the definition of customer in Rules 15c3-1 and 





443 FR 39956 (September 8, 1978). 
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17a-5 to include customer commodity accounts. 


Statutory Basis and Competitive Considerations 


Pursuant to the Securities Exchange Act of 1934 and 
particularly Sections 15(c)(3) and 23(a) thereof, 15 
U.S.C. §§ 780(c)(3), 78w(a), the Commission proposes 
to amend in Part 240 of Chapter II of Title 17 of the 
Code of Federal Regulations in the manner set forth 
below. The Commission believes that any burden 
imposed upon competition by the proposed 
amendments is necessary and appropriate in further- 
ance of the purposes of the Act, and particularly to 
implement the Commission’s continuing mandate 
under Section 15(c)(3) thereof, 15 U.S.C. § 780(c)(3), to 
provide minimum safeguards with respect to the finan- 
cial responsibility of brokers and dealers. 


Request for Comments 

All interested persons are invited to submit, in tripli- 
cate, their written views and comments concerning the 
amendments proposed herein. All communications 
should be addressed to George A. Fitzsimmons, 
Secretary, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549, no later 
than February 1, 1979. All comments received will be 
available for public inspection. 





ATTENTION 
The text of the following proposed amendments 
uses > < to indicate additions. 





It is proposed to amend 15c3-1 and 17a-5 and revise 
15c3-1b and 15c3-1d as follows: 


(a) No broker or dealer shall permit his aggregate 
indebtedness to all other persons to exceed 1500 
percentum of his net capital, except as otherwise 
limited by the provisions of paragraph (a)(1), or, in the 
case of a broker or dealer electing to operate pursuant 
to paragraph (f) of this section, no broker or dealer 
shall permit his net capital to be less than 4 percent of 
aggregate debit items as computed in accordance with 
§240.15c3-3a of this chapter, >or, for brokers or dealers 
which are also futures commission merchants, 4 
percent of the funds required to be segregated 
pursuant to the general regulations of the Commodity 
Exchange Act, whichever is greater,< except as other- 
wise limited by paragraph (f) of this section, and every 
broker or dealer shall have the net capital necessary to 
comply with the following conditions, except as other- 
wise provided for in paragraph (f) of this section. 


* * * * * 


(c) aan 


(6) The term “customer” shall mean any person from 
whom, or on whose behalf, a broker or dealer has 
received, acquired or holds funds or securities for the 
account of such person, but shall not include a broker 
or dealer or a registered r-unicipal securities dealer, or 





a general, special or limited partner or director or 
officer of the broker or dealer, or any person to the 
extent that such person has a claim for property or 
funds which by contract, agreement, or understanding, 
or by operation of law, is part of the capital of the 
broker or dealer. Provided, however, That the term 
“customer” shall also include a broker or dealer, but 
only insofar as such broker or dealer maintains a 
special omnibus account carried with another broker or 
dealer in compliance with 12 CFR 220.4(b) of Regula- 
tion T under the Securities Exchange Act of 1934. 
> Provided further, That with respect to commodities 
transactions the term “customer” shall mean customer 
as defined in 17 CFR 1.17(b)(2) of the general regula- 
tions under the Commodity Exchange Act. < 


Non-Customer 


(7) The term “non-customer” means a broker or dealer, 
registered municipal securities dealer, general partner, 
limited partner, officer, director and persons to the 
extent their claims are subordinated to the claims of 
creditors of the broker or dealer. Provided further, That 
with respect to commodities transactions the term 
“non-customer” shall mean a proprietary account as 
defined in 17 CFR 1.17(b)(3) and an account as defined 
in 17 CFR 1.17(b)(4) of the general regulations under 
the Commodity Exchange Act. 


* * * 


Limitation on Withdrawal of Equity Capital 


(e) No equity capital of the broker or dealer or a 
subsidiary or affiliate consolidated pursuant to 
Appendix (C), 17 CFR 240.15c3-1c, whether in the form 
of capital contributions by partners (excluding securi- 
ties in the securities accounts of partners and balances 
in limited partners’ capital accounts in excess of their 
Stated capital contributions), par or stated value of 
capital stock, paid-in capital in excess of par, retained 
earnings or other capital accounts, may be withdrawn 
by action of a stockbroker or partner, or by redemption 
or repurchase of shares of stock by any of the consoli- 
dated entities or through the payment of dividends or 
any similar distribution, nor may any unsecured 
advance or loan be made to a stockholder, partner, sole 
proprietor or employee if, after giving effect thereto 
and to any other such withdrawals, advances or loans 
and any Payments of Payment Obligations (as defined 
in Appendix (D), 17 CFR 240.15c3-1d) under satis- 
factory subordination agreements which are scheduled 
to occur within six months following such withdrawal, 
advance or loan, either aggregate indebtedness of any 
of the consolidated entities exceeds 100 percentum of 
its net capital or its net capital would fail to equal 120 
percentum of the minimum dollar amount required 
thereby or would be less than 7 percent of aggregate 


debit items computed in accordance with 17 CFR 
240.15c3-3aSor, for a broker or dealer which is also a 
futures commission merchant 7% of the funds 
required to be segregated pursuant to the general 
regulations under the Commodity Exchange Act, 
whichever is greater<or in the case of any broker or 
dealer included within such consolidation if the total 
outstanding principal amounts of satisfactory 
subordination agreements of the broker or dealer (other 
than such agreements which qualify as equity under 
paragraph (d) of this section) would exceed 70 percent 
of the debt-equity total as defined in paragraph (d). 
Provided, that this provision shall not preclude a broker 
or dealer from making required tax payments or 
preclude the payment to partners of reasonable 
compensation. 


* 


(f) Alternative Net Capital Requirement. 


(1)(i) A broker or dealer who is not exempt from the 
provisions of 17 CFR 240.15c3-3 under the Securities 
Exchange Act of 1934 pursuant to paragraph (k)(1) or 
(k)(2)(ii) may elect not to be subject to the limitations 
of paragraph (a) of this section respecting aggregate 
indebtedness as defined in paragraph (c)(1) of this 
section and certain deductions provided for in para- 
graph (c)(2) of this section. Provided, that in order to 
qualify to operate under this paragraph (f), such broker 
or dealer shall at all times maintain net capital equal to 
$100,000 ($25,000 in the case of a broker or dealer 
effecting transactions solely in municipal securities) or 
4 percent of aggregate debit items computed in 
accordance with the Formula for Determination of 
Reserve Requirements for Brokers and Dealers (Exhibit 
A to Rule 15c3-3, 17 CFR 240.15c3-3a), Sor, for brokers 
or dealers which are also futures commissions 
merchants 4 percent of the funds required to be segre- 
gated pursuant to the general regulations under the 
Commodity Exchange Act, whichever is greater,€ and 
shall notify the Examining Authority for such broker or 
dealer and the Regional Office of the Commission in 
which the broker or dealer has its principal place of 
business, in writing, of its election to operate under 
this provision. Once a broker or dealer has determined 
to operate pursuant to the provisions of this paragraph 
(f), he shall continue to do so unless a change is 
approved upon application to the Commission. 


* * * * * 


(2) In the case of a broker or dealer who has consoli- 
dated a subsidiary pursuant to Appendix C [17 CFR 
240.15c3-1c], such ‘broker’s or dealer's minimum net 
capital requirements shall be $100,000 or 4 percent of 
the parent broker’s or dealer’s aggregate debit items 
computed in accordance with 17 CFR 240.15c3-3a,> or, 
in the case of a parent that also acts as a futures 
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commission merchant 4 percent of the funds required 
to be segregated pursuant to the general regulations 
under the Commodity Exchange Act, whichever is 
greater<and the total of each consolidated broker or 
dealer subsidiary’s minimum net capital requirements. 
The minimum net capital requirements of a subsidiary 
electing to operate pursuant to paragraph (f) of this 
section shall be $100,000 or 4 percent of its aggregate 
debit items computed in accordance with 17 CFR 
240.15c3-3a, >or 4 percent of the funds segregated by 
the subsidiary pursuant to the general regulations 
under the Commodity Exchange Act, whichever is 
greater <Where the subsidiary which has been consoli- 
dated has not elected to operate pursuant to paragraph 
(f), its minimum net capital requirement is the greater 
of its requirements under paragraph (a) of this section 
or 6-% percent of its aggregate indebtedness. 


* * * * * 


§ 240.15c3-1b Deductions from net worth for certain 
commodities transactions (Appendix B to 17 CFR 
240.15c3-1). 


(a) Every broker or dealer in computing net capital 
pursuant to 17 CFR 240.15c3-1 shall comply with the 
following: 


(1) Where a broker or dealer has an asset or liability 
which is defined in paragraph (c) of Rule 15c3-1, the 
inclusion or exclusion of all or part of such asset or 
liability for the computation of aggregate indebtedness 
and net capital shall be in accordance with paragraph 
(c) of this rule except as specifically stated otherwise 
in this Appendix B. Provided further, where a 
commodity related asset or liability is treated or 
defined in the CFTC’s regulations and is not specifi- 
Cally treated or defined in Rule 15c3-1, the inclusion or 
exclusion of all or part of such assets or liability from 
the net capital computation shall be in accordance with 
the CFTC’s regulations. 


(2) The term “aggregate indebtedness” shall be defined 
as in paragraph (c)(1) of this Rule excluding with 
respect to commodity related transactions. 


(i) Indebtedness arising in connection with an advance 
to a non-proprietary account when such indebtedness 
is adequately collateralized by spot commodities 
eligible for delivery on a contract market and when 
such spot commodities are “covered” as defined in 17 
CFR 1.17(j) of the general regulations under the 
Commodity Exchange Act. 


(ii) Advances received by the broker or dealer against 
bills of lading issued in connection with the shipment 
of commodities sold by the broker or dealer; and 


(iii) Long-term debt adequately collateralized by assets 
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acquired for use in the ordinary course of the trade or 
business of a broker or dealer but no other Ieng-term 
debt adequately collateralized by assets of the broker or 
dealer shall be excluded unless the sole recourse of the 
creditor for nonpayment of such liability is to such 
asset; 


(3) In computing net capital as defined in paragraph 
(c)(2) of this rule, the net worth of a broker or dealer, 
shall be adjusted as follows: 


(i) Unrealized Profit or Loss For Certain Commodities 
Transactions. 


(A) Unrealized profits shall be added and unrealized 
losses shall be deducted in the commodities accounts 
of the broker or dealer, including unrealized profits and 
losses on fixed price commitments and _ forward 
contracts; and 


(B) The value attributed to any non-transferable 
commodity option shall be the difference between the 
option’s striking price and the market value for the 
actual commodity or futures contract which is the 
subject of the option. In the case of a long call 
commodity option, if the market value for the actual 
commodity or futures contract which is the subject of 
the option is less than the striking price of the option, 
it shall be given no value. In the case of a long put 
commodity option, if the market value for the actual 
commodity or futures contract which is the subject of 
the option is more than the striking price of the option, 
it shall be given no value. 


(ii) Assets Not Readily Convertible Into Cash 


Deduct any unsecured commodity futures or option 
account containing a ledger balance and open trades 
and all other unsecured accounts relating to 
commodity trades the combination of which liquidates 
to a deficit or containing a debit ledger balance only, 
provided however, the following are not required to be 
deducted from net worth. 


(A) Deficits or debit ledger balances in unsecured 
customers’, non-customers’ and proprietary accounts 
which are the subject of calls for margin or other 
required deposits which are outstanding one business 
day or less. 


(B) Management fees receivable from commodity pools 
provided such receivables are outstanding no longer 
than thirty (30) days from the date they arise. 


(C) Receivables from foreign clearing organizations. 


(D) Receivables from registered futures commission 
merchants or commodity brokers, resulting from 
commodity futures or option transactions. 





(iii) Inventories 
(A) Deduct all inventories except for: 


(1) Readily marketable spot commodities or spot 
commodities which “adequately collateralize” indebt- 
edness under paragraph (c)(7) of 17 CFR 1.17; and 


‘(2) Securities which are considered “readily market- 
able” (as defined in 17 CFR 240.15c3-1(c)(11)), or 
which “adequately collateralize” indebtedness under 
paragraph (c)(5) of this section; 


(iv) Other Adjustments 
(A) 


(1) Guarantee deposits with clearing organizations are 
not required to be deducted; and 


(2) Stock in commodities clearing organizations to the 
extent of its margin value is not required to be 
deducted from net worth. 


(B) Deduct the amount by which any advances paid by 
the broker or dealer on cash commodity contracts and 
used in computing net capital exceeds 95 percent of 
the market value of the commodities covered by such 
contracts. 


(v) Other Deductions 


(A) Deduct the percentages or amounts specified in 
this paragraph A. In the case of all inventory, fixed 
price commitments and forward contracts, except for 
inventory and forward contracts in the inter-bank 
market in those foreign currencies which are purchased 
or sold for future delivery on or subject to the rules of a 
contract market and covered by an open futures 
contract for which there will be no charge, the 
applicable percentage of the net position specified 
below: 


(1) Inventory which is currently registered as 
deliverable on contract market and covered 
by an open futures contract. 

No charge 


(2) Inventory which is covered by an open 
futures contract or commodity option. 
5% of the market value 


(3) Inventory which is not covered. 
20% of the market value 


(4) Fixed price commitments (open pur- 
chases and sales) and forward contracts 
which are covered by an open futures 
contract or commodity option. 


10% of the market value 


(5) Fixed price commitments (open pur- 
chases and sales) and forward contracts 
which are not covered by an open futures 
contract or commodity option. 
20% of the market value 


(6) Reserved 
(7) Reserved 


(B) Deduct for undermargined customer commodity 
futures accounts the amount of funds required in each 
such account to meet maintenance margin require- 
ments of the applicable board of trade or, if there are 
no such maintenance margin requirements, clearing 
organization margin requirements applicable to such 
positions after application of calls for margin, or other 
required deposits which are outstanding five business 
days or less until December 31, 1980, four business 
days or less until December 31, 1982, and three 
business days or less thereafter. If there are no such 
maintenance margin requirements or clearing 
organization margin requirements on such accounts, 
then deduct the amount of funds required to provide 
margin equal to the amount necessary after application 
of calls for margin, or other required deposits 
outstanding five days or less until December 31, 1980, 
four days or less until December 31, 1982, and three 
days or less thereafter to restore original margin when 
the initial margin has been depleted by 50 percent or 
more. Provided, to the extent a deficit is excluded from 
current assets in accordance with paragraph (a)(3)(ii)(A) 
of this appendix, such amount shall not also be 
deducted under this paragraph (a)(3)(v)(B). 


(C) Deduct for undermargined non-customer and 
omnibus commodity futures accounts the amount of 
funds required in each such account to meet 
maintenance margin requirements of the applicable 
board of trade or, if there are no such maintenance 
margin requirements, clearing organization margin 
requirements applicable to such positions after 
application of calls for margin, or other required 
deposits which are outstanding two business days or 
less. If there are no such maintenance margin require- 
ments or clearing organization margin requirements, 
then deduct the amount of funds required to provide 
margin equal to the amount necessary after application 
of calls for margin, or other required deposits 
outstanding two days or less to restore original margin 
when the initial margin has been depleted by 50 
percent or more. Provided, to the extent a deficit is 
excluded from current assets in accordance with para- 
graph (a)(3)(ii)(A) of this section such amount shall not 
also be deducted under this paragraph (a)(3)(v)(C); 


(D) In the case of open futures contracts held in propri- 
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etary accounts carried by the broker or dealer which are 
not covered by a position held by the applicant or 
registrant or which are not the result of a “changer 
trade” made in accordance with the rules of a contract 
market deduct: 


(1) For a broker or dealer which is a clearing 
member of a contract market for the 
positions on such contract market cleared 
by such member, the applicable margin 
requirement of the applicable clearing 
organization; 


(2) For a broker or dealer which is a member 
of acontract market, 150% of the applicable 
maintenance margin requirement of the 
applicable board of trade or clearing organi- 
zation, whichever is greater; 


(3) For all other brokers or dealers, 200% of 
the applicable maintenance margin require- 
ment of the applicable board of trade or 
clearing organization, whichever is greater; 
or 


(4) For open contracts and commodity 
options for which there is no applicable 
maintenance margin requirement, 200% of 
the applicable initial margin requirement. 


Provided, the equity in any such proprietary account 
shall reduce the deduction required by this paragraph 
(a)(3)(v)(D) is such equity is not otherwise includable 
in net capital. 


(E) Options. In the case of a broker or dealer which is a 
taker of acommodity option, the deduction shall be the 
amount of any commodity option premium which has 
been used to increase net capital (however, in the case 
of an applicant or registrant which is a grantor of a 
commodity option, the deduction may be reduced by 
the amount of any commodity option premium which 
has not been previously recognized as income); and 


(F) In the case of a commodity option which is carried 
long by the broker or dealer as a taker of a commodity 
option which has value and such value is used to 
increase net capital, the deduction should be ten 
percent of the market value of the commodity which is 
the subject of such option, but in no event shall the 
deduction be greater than the value attributed to such 
option. 


(G) Deduct five percent of all unsecured receivables 
includable under paragraph (a)(3)(ii)(D) of this 
Appendix used by the broker or dealer in computing 
“net capital” and which are not receivable from (7) a 
registered futures commission merchant, or (2) a 
broker or dealer which is registered as such with the 
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Securities and Exchange Commission. 


* * * * 


§ 240.15c3-1d Satisfactory Subordination Agreements 
(Appendix D to 17 CFR 240.15c3-1). 


* * * * 


{b) ‘eae 
(6) eee 


(iii) The secured demand note agreement may also 
provide that, in lieu of the procedures specified in the 
provisions required by paragraph (b)(6)(ii) of this 
section, the lender with the prior written consent of the 
broker or dealer and the Examining Authority for the 
broker or dealer may reduce the unpaid principal 
amount of the secured demand note. Provided, that 
after giving effect to such reduction the aggregate 
indebtedness of the broker or dealer would not exceed 
1000 per centum of its net capital or, in the case of a 
broker or dealer operating pursuant to paragraph (f) of 
17 CFR 240.15c3-1, net capital would not be less than 
7% of aggregate debit items computed in accordance 
with 17 CFR 240.15c3-3a or,>for brokers or dealers 
which are also futures commission merchants 7% of 
the funds required to be segregated pursuant to the 
general regulations under the Commodity Exchange 
Act, whichever is greater.< Provided, further, that no 
single secured demand note shall be permitted to be 
reduced by more than 15 percent of its original 
principal amount and after such reduction no excess 
collateral may be withdrawn. No Examining Authority 
shall consent to a reduction of the principal amount of 
a secured demand note if, after giving effect to such 
reduction net capital would be less than 120 percent of 
the minimum dollar amount required by 17 CFR 
240.15c3-1. 


(7) Permissive Prepayments. A broker or dealer at its 
option but not at the option of the lender, may, if the 
subordination agreement so provides, make a Payment 
of all or any portion of the Payment Obligation there- 
under prior to the scheduled maturity date of such 
Payment Obligation (hereinafter referred to as a 
“Prepayment”), but in no event may any Prepayment be 
made before the expiration of one year from the date 
such subordination agreement became effective; 
provided, however, that the foregoing restriction shall 
not apply to temporary subordination agreements 
which comply with the provisions of paragraph (c)(5) of 
this Appendix D. No Prepayment shall be made, if, 
after giving effect thereto (and to all Payments of 
Payment Obligations under any other subordinated 
agreements then outstanding the maturitly or 
accelerated maturities of which are scheduled to fall 
due within six months after the date such Prepayment 





is to occur pursuant to this provision or on or prior to 
the date on which the Payment Obligation in respect to 
such Prepayment is scheduled to mature disregarding 
this provision, whichever date is earlier) without 
reference to any projected profit or loss of the broker or 
dealer, either aggregate indebtedness of the broker or 
dealer would exceed 1000 per centum of its net capital 
or its net capital would be less than 120 per centum of 
the minimum dollar amount required by 17 CFR 
240.15c3-1 or, in the case of a broker or dealer 
operating pursuant to paragraph (f) of 17 CFR 
240.15c3-1, its net capital would be less than 7% of its 
aggregate debit items computed in accordance with 17 
CFR 240.15c3-3a or, >for brokers or dealers which are 
also futures commission merchants 7% of the funds 
required to be segregated pursuant to general regula- 
tions under the Commodity Exchange Act, whichever 
is greater, €or its net capital would be less than 120% of 
the minimum dollar amount required by paragraph (f) 
of 17 CFR 240.15c3-1. Notwithstanding the above, no 
Prepayment shall occur without the prior written 
approval of the Examining Authority for such broker or 
dealer. 


(8) Suspended Repayment. (i) The Payment Obligation 
of the broker or dealer in respect of any subordination 
agreement shall be suspended and shall not mature if, 
after giving effect to Payment of such Payment Obliga- 


tion (and to all Payments of Payment Obligations of 
such broker or dealer under any other subordination 
agreement(s) then outstanding which are scheduled to 
mature on or before such Payment Obligation) either 
(A) the aggregate indebtedness of the broker or dealer 
would exceed 1200 per centum of its net capital or, in 
the case of a broker or dealer operating pursuant to 
paragraph (f) of 17 CFR 240.15c3-1, its net capital 
would be less than 6 percent of aggregate debit items 
computed in accordance with 17 CFR 240.15c3-3a or, 
€.for brokers or dealers which are also futures 
commission merchants 6% of the funds required to be 
segregated pursuant to the general regulations under 
the Commodity Exchange Act, whichever is greater,€or 
(B) its net capital would be less than 120 percent of the 
minimum dollar amount required by 17 CFR 240.15c3-1 
including paragraph (f), if applicable. Provided, that 
the subordination agreement may provide that if the 
Payment Obligation of the broker or dealer thereunder 
does not mature and is suspended as a result of the 
requirement of this paragraph (b)(8) for a period of not 
less than six months, the broker or dealer shall there- 
upon commence the rapid and orderly liquidation of its 
business but the right of the lender to receive Payment, 
together with accrued interest or compensation, shall 
remain subordinate as required by the provisions of 17 
CFR 240.15c3-1 and 240.15c3-1d. 


(b) eae 
(10) eae 
(ii) eet 


(B) The aggregate indebtedness of the broker or dealer 
exceeding 1500 per centum of its net capital or, in the 
case of a broker or dealer which has elected to operate 
under paragraph (f) of 17 CFR 240.15c3-1, its net 
capital computed in accordance therewith is less than 
4% of its aggregate debit items computed in accord- 
ance with 17 CFR 240.15c3-3a or, for brokers or dealers 
which are also futures commission merchants 4% of 
the funds required to be segregated pursuant to the 
general regulations under the Commodity Exchange 
Act, whichever is greater<, throughout a period of 15 
consecutive business days, commencing on the day 
the broker or dealer first determines and notifies the 
Examining Authority for the broker or dealer, or the 
Examining Authority or the Commission first deter- 
mines and notifies the broker or dealer of such fact; 


(c) see 
(2) Notice of Maturity or Accelerated Maturity. 


Every broker or dealer shall immediately notify the 
Examining Authority for such broker or dealer if, after 
giving effect to all Payments of Payment Obligations 
under subordination agreements then outstanding 
which are then due or mature within the following six 
months without reference to any projected profit or 
loss of the broker or dealer, either the aggregate 
indebtedness of the broker or dealer would exceed 1200 
percentum of its net capital or its net capital would be 
less than 120 percent of the minimum dollar amount 
required by 17 CFR 240.15c3-1, or, in the case of a 
broker or dealer who is operating pursuant to 
paragraph (f) of 17 CFR 240.15c3-1, its net capital 
would be less than 6 percent of aggregate debit items 
computed in accordance with 17 CFR 240.15c3-3a or, 
>for brokers or dealers which are also futures commis- 
sion merchants 6% of the funds required to be segre- 
gated pursuant to the general regulations under the 
Commodity Exchange Act, whichever is greater€or less 
than 120% of the minimum dollar amount required by 
paragraph (f) of 17 CFR 240.15c3-1. 


(c) e** 
(5) Temporary Subordinations. For the purpose of 
enabling a broker or dealer to participate as an under- 


writer of securities or other extraordinary activities in 
compliance with the net capital requirements of 17 
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CFR 240.15c3-1, a broker or dealer shall be permitted, 
on no more than three occasions in any 12 month 
period, to enter into a subordination agreement on a 
temporary basis which has a stated term of no more 
than 45 days from the date such subordination agree- 
ment became effective. Provided, that this temporary 
relief shall not apply to a broker or dealer if, at such 
time, it is subject to any of the reporting provisions of 
17 CFR 240.17a-11 under the Securities Exchange Act 
of 1934, irrespective of its compliance with such provi- 
sions or if immediately prior to entering into. such 
subordination agreement either (i) the aggregate 
indebtedness of the broker or dealer exceeds 1000 per 
centum of its net capital or its net capital is less than 
120% of the minimum dollar amount required by 17 
CFR 240.15c3-1, or (ii) in the case of a broker or dealer 
operating pursuant to paragraph (f) of 17 CFR 
240.15c3-1, its net capital is less than 7 percent of 
aggregate debits computed in accordance with 17 CFR 
240.15c3-3a or for brokers or dealers which are also 
futures commission merchants 7% of the funds 
required to be segregated pursuant to the general 
regulations under the Commodity Exchange Act, 
whichever is greatergor less than 120% of the minimum 
dollar amount required by paragraph (f) of this section, 
or (iii) the amount of its then outstanding subordina- 
tion agreements exceeds the limits specified in para- 
graph (d) of 17 CFR 240.15c3-1. Such temporary 
subordination agreement shall be subject to all the 
other provisions of this Appendix. 


* * * . * 


§ 240.17a-5 Reports to be made by certain brokers and 
dealers. 


(c) eee 


(4) Definition of “customer”. For purposes of this para- 
graph (c), the term “customer” includes any person 
other than: (i) another broker or dealer who is 
exempted by paragraph (c)(1) of this section, (ii) a 
general, special or limited partner or director or officer 
of a broker or dealer; or (iii) any person to the extent 
that such person has a claim for property or funds 
which by contract, agreement or understanding, or by 
operation of law, is part of the capital of the broker or 
dealer or is subordinated to the claims of creditors of 
the broker or dealer, for or with whom a broker or dealer 
has effected a securities transaction in a particular 
month, which month shall be either the month 
preceding the balance sheet date or the month 
following the balance sheet date in which the state- 
ment is sent. The term “customer” also includes any 
person for whom the broker or dealer holds securities 
for safekeeping or as collateral or for whom the broker 
or dealer carries a free credit balance in the month in 
which customers are determined for purposes of this 
paragraph (c).) Provided further, That with respect to 
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commodities transactions the term customer shall 
mean customer as defined in 17 CFR 1.17(b)(2) of the 
Commodity Exchange Act. < 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15427/December 22, 1978 


In the Matter of 


MUNICIPAL SECURITIES RULEMAKING BOARD 
Suite 507 

1150 Connecticut Avenue, N.W. 

Washington, D.C. 20036 


(SR-MSRB-78-13) 
ORDER APPROVING PROPOSED RULE CHANGE 


On November 1, 1978, the Municipal Securities Rule- 
making Board (the “MSRB’’) filed with the 
Commission, pursuant to Section 19(b) of the 
Securities Exchange Act of 1934 (the “Act’”’), and Rule 
19b-4 thereunder, copies of a proposed rule change. 
The proposed rule change would amend the MSRB’s 
interdealer uniform practice rule, MSRB rule G-12, to 
expand the availability of the seller’s close-out by per- 
mitting the seller to give notice of close-out at any time 
not later than the close of business on the fifth 
business day following receipt by the seller of the 
notice of rejection. As altered by the proposed rule 
change, MSRB rule G-12 also would provide that in the 
event a transaction for which the seller has issued a 
close-out notice is completed, rather than being closed 
out, the seller may recover from the purchaser the 
actual and necessary expenses incurred by reason of 
the purchaser’s rejection. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 15318, 
(November 9, 1978)) and by publication in the Federal 
Register (43 FR 54313 (1978)). No comments with 
respect to the proposed rule change were received by 
the Commission. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 


- 





rules and regulations thereunder applicable to the 
MSRB, and in particular, the requirements of Section 
15B and the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15428/December 22, 1978 


In the Matter of 


MUNICIPAL SECURITIES RULEMAKING BOARD 
Suite 507 

1150 Connecticut Avenue, N.W. 

Washington, D.C. 20036 


(SR-MSRB-78-14) 
ORDER APPROVING PROPOSED RULE CHANGE 


On November 2, 1978, the Municipal Securities Rule- 
making Board (the “MSRB”) filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities Exchange 
Act of 1934, 15 U.S.C. 78(s)(b)(1) (the “Act’”) and Rule 
19b-4 thereunder, copies of a proposed rule change to 
modify existing MSRB rule G-12 on uniform practice to 
permit syndicate members to accelerate the settlement 
date for “when, as and if issued” transactions with 
non-member dealers, in the event of early delivery by 
the issuer, only upon agreement by the non-member 
dealer to such accelerated delivery. The rule at present 
allows acceleration at the option of the syndicate 
member. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 15321, 
November 13, 1978) and by publication in the Federal 
Register (43 FR 54312, November 21, 1978). No 
comments with respect to the proposed rule change 
have been received by the Commission. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to the 


MSRB, and in particular, the requirements of Section 
15B and the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15429/December 22, 1978 


File No. SR-CBOE-78-31 


NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY CHICAGO BOARD 
OPTIONS EXCHANGE, INCORPORATED 


The Chicago Board Options Exchange, Incorporated 
(“CBOE”) submitted, on December 4, 1978, a proposed 
rule change under Rule 19b-4 to establish a fixed 
schedule of charges to be imposed by the CBOE on its 
members for contract executions through CBOE order 
book officials. 


The foregoing rule change has become effective, pur- 
suant to Section 19(b)(3)(A) of the Securities Exchange 
Act of 1934 (the “Act”). At any time within sixty days of 
the filing of such proposed rule change, the Commis- 
sion may summarily abrogate such rule change if it 
appears to the Commission that such action is 
necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of 
the purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of December 
25, 1978. In order to assist the Commission to deter- 
mine whether to summarily abrogate the above change 
in the rules of the CBOE and require that the proposed 
rule change be refiled in accordance with the pro- 
visions of Section 19(b)(1) of the Act, and reviewed in 
accordance with the provisions of Section 19(b)(2) of 
the Act, interested persons are invited to submit 
written data, views and arguments concerning the sub- 
mission within 30 days from the date of publication in 
the Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
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Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-CBOE-78-31. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the pro- 
posed rule change which are filed with the Commis- 
sion, and of all written communications relating to the 
proposed rule change between the Commission and 
any person, other than those which may be withheld 
from the public in accordance with the provisions of 5 
U.S.C. § 552, will be available for inspection and copy- 
ing at the Commission's Public Reference Room, 1100 
L Street, N.W., Washington, D.C. 


For the Commission, by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15430/December 22, 1978 


In the Matter of 


PHILADELPHIA STOCK EXCHANGE, INC. 
17th Street and Stock Exchange 
Philadelphia, PA 19103 


(File No. SR-Phix-78-16) 
ORDER APPROVING PROPOSED RULE CHANGE 


On August 3, 1978, the Philadelphia Stock Exchange, 
Inc. (“PHLX”) filed with the Commission, pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78(s)(b)(1) (the “Act”) and Rule 19b-4 
thereunder, copies of a proposed rule change which 
require each PHLX member and member organization 
to file with the PHLX certain periodic financial and 
operation reports, and to impose, unless a specific 
extension has been granted, a $10 fee on each member 
organization for each day a report is delinquent. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-15055, 
August 10, 1978) and by publication in the Federal 
Register (43 FR 36722, August 18, 1978). All written 
statements with respect to the proposed rule change 
which were filed with the Commission and all written 
communications relating to the proposed rule change 
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between the Commission and any person were con- 
sidered and (with the exception of those statements or 
communications which may be withheld from the 
public in accordance with the provisions of 5 U.S.C. 
§ 552) were made available to the public at the 
Commission’s Public Reference Room. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to a 
securities exchange, and, in particular, the 
requirements of Section 6 and the rules and regulations 
thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15431/December 22, 1978 


File No. SR-CSE-78-3 


NOTICE OF FILING AND EFFECTIVENESS OF PRO- 
POSED RULE CHANGE BY CINCINNATI STOCK 
EXCHANGE 


The Cincinnati Stock Exchange, (“CSE”) submitted on 
October 31, 1978, a proposed rule change under Rule 
19b-4 to amend its multiple dealer trading system as 
follows: (a) the fee of 2 cents per share will be reduced 
to 1% cents per share for CSE members acting as 
principal but remain at 2 cents per share for non- 
members acting as principal; and (b) both the fee of 
1% cents per share on agency transactions for CSE 
members and 2 cents per share on agency transactions 
for non-members will be reduced to 1/2 cents per 
share. 


The foregoing rule change has become effective, pur- 
suant to Section 19(b)(3)(A) of the Securities Exchange 
Act of 1934 (the “Act’”’). At any time within sixty days of 
the filing of such proposed rule change, the 
Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise in 





furtherance of the purposes of the Securities Exchange 
Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of December 
25, 1978. In order to assist the Commission to deter- 
mine whether to summarily abrogate the above change 
in the rules of the CBOE and require that the proposed 
rule change be refiled in accordance with the 
provisions of Section 19(b)(1) of the Act, and reviewed 
in accordance with the provisions of Section 19(b)(2) of 
the Act, interested persons are invited to submit 
written data, views and arguments concerning the sub- 
mission within 21 days from the date of publication in 
the Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capito! Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-CSE-78-3. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the pro- 
posed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with the 
provisions of 5 U.S.C. § 552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15433/December 22, 1978 


File No. SR-CBOE-78-32 


NOTICE OF FILING AND EFFECTIVENESS OF PRO- 
POSED RULE CHANGE BY CHICAGO BOARD 
OPTIONS EXCHANGE, INCORPORATED 


The Chicago Board Options Exchange, Incorporated 
(“CBOE”) submitted on December 14, 1978, a proposed 
rule change under Rule 19b-4 to amend CBOE Rule 
3.16(d)(ii) to provide that the lease of a membership or 
a reversion of a previously leased membership would 
not be effective until the deposit with the CBOE of a 


specified cash amount or a letter of guarantee from a 
clearing member. Additionally, Rules 6.72 and 8.5 
would be amended to provide that a clearing member 
who issues a Letter of Authorization for a floor broker 
or a Letter of Guarantee for a market maker, would be 
entitled to priority over all subsequent issuers of such 
letters against the proceeds from the sale of a member- 
ship by the entity covered by such letter. 


The foregoing rule change has become effective, pur- 
suant to Section 19(b)(3)(A) of the Securities Exchange 
Act of 1934 (the “Act”). At any time within sixty days of 
the filing of such proposed rule change, the 
Commission may summarily abrogate such rule change 
if it appears to the Commission that such action is 
necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of 
the purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of December 
25, 1978. In order to assist the Commission to deter- 
mine whether to summarily abrogate the proposed rule 
change and require that it be refiled in accordance with 
the provisions of Section 19(b)(1) and reviewed in 
accordance with the provisions of Section 19(b)(2) of 
the Act, interested persons are invited to submit 
written data, views and arguments concerning the sub- 
mission within 21 days from the date of publication in 
the Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-CBOE-78-32. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the pro- 
posed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with the 
provisions of 5 U.S.C. § 552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


For the Commission, by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15432/December 22, 1978 


File No. SR-CBOE-78-33 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 


The Chicago Board Options Exchange, Incorporated 
(“CBOE”) submitted on December 14, 1978, a proposed 
rule change under Rule 19b-4 which, in addition to 
certain technical amendments, proposes to expand the 
scope of claims by members that can be satisfied out 
of the proceeds of the sale of a membership by the 
CBOE. Additionally, the proposed rule change reduces 
from six months to 30 days the time during which a 
member suspended due to financial difficulty may seek 
reinstatement by vote of the CBOE Membership 
Committee. 


Publication of the submission is expected to be made 
in the Federal Register during the week of December 
25, 1978. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine whether 
the proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-CBOE-78-33. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the pro- 
posed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with the 
provisions of 5 U.S.C. § 552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory organi- 
zation. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15434/December 22, 1978 


An order has been issued granting the application of 
the American Stock Exchange, Inc. to strike the 
common stock of The Prudential Group, Inc. (par value 
33 1/3 cents) from listing and registration. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15435/December 22, 1978 


In the Matter of 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 

1735 K Street, N.W. 

Washington, D.C. 20006 


(SR-NASD-78-21) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
AND ORDER APPROVING PROPOSED RULE CHANGE 


On December 18, 1978, the National Association of 
Securities Dealers, Inc. (the “NASD”) filed with the 
Commission, pursuant to Section 19(b) of the 
Securities Exchange Act of 1934 (the “Act”), and Rule 
19b-4 thereunder, copies of a proposal to adopt revised 
plans and specifications to update the Qualification 
Examination for Principals which, under Section (1) of 
Part | of Schedule C under the NASD By-Laws, all 
persons associated with an NASD member who are 
designated as Principals must pass before their regis- 
tration can become effective. 





1The filing received from the NASD included the 
following materials: a copy of a letter from Frank J. 
McAuliffe, Director of the NASD’s Qualifications 
Department, to Nelson S. Kibler, Assistant Director of 
the Commission’s Division of Market Regulation, dated 
October 19, 1978; the examination’s structural specifi- 
cations; a study outline for the examination prepared 
by the NASD; specifications of the examination’s 
principal areas and sectional weightings; and principal 
provisions of an agreement between the NASD and 
Control Data Corporation, the organization providing 
the computer facilities which will be used by the NASD 
for the administration of the qualification examination. 





Interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 30 days from the date of this publication. 
Persons desiring to make written comments should file 
six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File No. SR-NASD-78-21. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the pro- 
posed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with the 
provisions of 5 U.S.C. § 552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to the 
NASD and, in particular, the requirements of Section 
15A of the Act and the rules and regulations there- 
under. 


The Commission finds good cause for approving the 
proposed rule change before the thirtieth day after the 
date of publication of notice of filing thereof. The 
NASD has proposed to update its Qualification 
Examination for Principals in connection with the 
development of a new automated test administration 
system. Because of several substantial advantages 
which the NASD believes would result from this new 
system, such as increased security and flexibility in 
scheduling examinations and improved measurement 
of the reliability, validity and difficulty of questions, it 
has requested that the Commission’s approval be 
effective without delay so as to permit it to begin 
experimenting with the new automated test administra- 
tion system on January 1, 1979. Based on the materials 
reviewed by the Commission, the Commission believes 
that the public interest would be served by the NASD’s 
prompt implementation of the proposed new qualifi- 
cation examination. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule change be, and it hereby is, approved.2 





2although the individual questions which comprise the 
question bank for the proposed qualification 
examination have not been specifically approved by the 
Commission, the NASD has represented that the 
question bank, and each examination drawn from the 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15436/December 27, 1978 


FOCUS REPORTING SYSTEM 

REQUIREMENTS FOR FINANCIAL REPORTING 
AGENCY: Securities and Exchange Commission. 
ACTION: Proposed amendment to form. 


SUMMARY: The Commission proposes to adopt the 
Schedule of Segregation Requirements and Funds on 
Deposit in Segregation currently being used by the 
Commodity Futures Trading Commission. This 
schedule would apply only to those brokers or dealers 
that are also futures commission merchants. 


DATE: Comments must be received on or before 
February 1, 1979. 


ADDRESSES: All comments should be directed in 
triplicate to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Comments 
should refer to File No. S7-767 and will be available for 
public inspection at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


FOR FURTHER INFORMATION CONTACT: Nelson 
S. Kibler, Assistant Director, Division of Market 





question bank, will conform to the plans and specifi- 
cations herein approved. The NASD has further 
represented that it will update the question bank 
periodically in accordance with the outline and 
procedures specified in its submission and that the 
question bank, and each examination drawn from the 
question bank, will continue to conform to the plans 
and specifications herein approved notwithstanding 
the revision or replacement of individual questions. 
New or revised questions will not necessarily be pro- 
vided to the Commission for its review prior to their 
use. The NASD could not, however, revise the 
examination’s plans and specifications without prior 
Commission approval. 
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Regulation, Securities and Exchange Commission, 
Washington, D.C. 20549, (202) 376-8131. 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission today announced proposed 
amendments to Part Il and Part IIA of Form X-17A-5, a 
financial and operational combined uniform single 
report under the Securities Exchange Act of 1934. The 
proposed amendments are intended to revise the form 
so as to incorporate the Schedule of Segregation 
Requirements and Funds on Deposit in Segregation 
currently being used by the Commodity Futures 
Trading Commission. 


DISCUSSION 


On December 17, 1975 the Commission adopted Form 
X-17A-5 (§ 249.617), the Financial and Operational 
Combined Uniform Single (‘‘FOCUS”) Report to 
become effective on January 1, 1976.1 Part Il of Form 
X-17A-5 is a general purpose financial and operational 
report designed to obtain essential regulatory infor- 
mation on a quarterly basis and to develop financial 
statements in a format consistent with generally 
accepted accounting principles. Part IIA is an 
abbreviated version of Part Il which is filed on a 
quarterly basis by brokers and dealers which neither 
clear transactions nor carry customer accounts. 


On September 1, 1978 the Commodity Futures Trading 
Commission (the “CFTC”) amended its rules per- 
taining to the minimum financial and related reporting 
requirements imposed upon futures commission 
merchants.© Although the CFTC amendments apply 
only to futures commission merchants, about half of 
all commodity customer business in the futures 
industry is done by futures commission merchants that 
are also registered with the Commission as securities 
broker-dealers and are therefore subject to the FOCUS 
reporting requirements. Accordingly, the amendments 
proposed herein are designed to incorporate the 
Schedule of Segregation Requirements and Funds on 
Deposit in Segregation? currently being used by the 
CFTC. The adoption of the proposed amendments 
would enable brokers and dealers that are also futures 
commission merchants to satisfy the CFTC’s reporting 





1Securities Exchange Act Release No. 11935, 
December 17, 1975; 40 FR 59706, December 30, 1976. 


243 FR 39956 (September 8, 1978). 


3The text of the proposed Schedule appears later in 
this release. 
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requirements by filing the amended Part Il or 11A4 of the 
FOCUS Report on a quarterly basis, thereby 
eliminating the need to make burdensome duplicate 
reports. 


STATUTORY BASIS AND COMPETITIVE CONSIDERA- 
TIONS 


Pursuant to the Securities Exchange Act of 1934 and 
particularly Sections 15(c)(3), 17 and 23 thereof, 15 
U.S.C. §§ 780(c)(3), 78q and 78w, the Commission 
proposes to amend 17 CFR § 249.617 of Chapter Il of 
Title 17 of the Code of Federal Regulations in the 
manner set forth below. The Commission believes that 
any burden imposed upon competition by the proposed 
amendments is necessary and appropriate in 
furtherance of the purposes of the Act, and particularly 
to implement the Commission’s continuing mandate 
under Section 15(c)(3) thereof, 15 U.S.C. § 780(c)(3), 
to provide minimum safeguards with respect to the 
financial responsibility of brokers and dealers. 


TEXT OF PROPOSED SCHEDULE 


The Commission proposes to amend Part II and Part IIA 
of Form X-17A-5, a financial and operational combined 
uniform single report under the Securities Exchange 
Act of 1934, by adding the following schedule. 


REQUEST FOR COMMENTS 


All interested persons are invited to submit, in 
triplicate, their written views and comments 
concerning the amendments to § 249.617 proposed 
herein. All communications should be addressed to 
George A. Fitzsimmons, Secretary, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549, no later than February 1, 
1979. All comments received will be available for public 
inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








4if adopted as proposed the new Schedule would 
become page 10 of Part II and page 6 of Part IIA. The 
current page 10, which lists the Ownership Equity and 
Subordinated Liabilities maturing or proposed to be 
withdrawn within the next six months and accruals, 
which have not been deducted in the computation of 
Net Capital, would become page 11 of Part Il. Page 6 of 
Part IIA, the Statement of changes in ownership equity 
and changes in liabilities subordinated to claims of 
general creditors, will become page 7 of Part IIA. 





FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT 





BROKER OR DEALER as of 








SCHEDULE OF SEGREGATION REQUIREMENTS AND 
FUNDS IN SEGREGATION 


CUSTOMERS’ REGULATED COMMODITY FUTURES ACCOUNTS 


SEGREGATION REQUIREMENTS 





1. 


Net ledger balance 


ae Cash . e oo e . e e . e a e 


| 





b. Securities (at face) .... 





Net unrealized profit (loss) in futures contracts. 





Net equity (Total of 1 - plus or minus 2). .... 


INN 





Add: accounts liquidating to a deficit and 
accounts with debit balances with no open trades. 





Amount required to be segregated (Total of 3 & 4). 


ul 


~ 





ON DEPOSIT IN SEGREGATION 





Deposited in segregated funds bank accounts: 


ae Cash e e o e e e o & e e * o e s e e . 6 


~ 





b. Securities representing investments of 
customers’ funds (at market). . ...e. 





c. Securities held for customers in lieu of 
eash margins (at face) . . « « « « « « e« 


JU 


~ 





Margins on deposit with clearing organizations 
of contract markets: 


ae Cash 2 . o * e a e e oe e e . * 6 * . e * 





b. Securities representing investments of 
customers' funds (at market) ...... 





Securities held for customers in lieu of 
cash margins (at face) .. 





Due from (to) contract market clearing organization. 





Net equities with other FCMs .. 





Segregated funds on hand: 


ae Cash oe e e e e e e e oe e e e 





b. Securities representing investments of 
custcmers' funds (at market). .... 


JQ QQU NO 
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Ce 
cash margins (at face) .. . 


11. Total amount in segregation (Total 


12. Excess funds in segregation ... 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15437/December 27, 1978 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 81/December 27, 1978 


In the Matter of 


PETER JOHN HORVAT 
et al. 


Admin. Proc. File No. 3-5552 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act of 1934 (“Exchange Act”) and the 
Securities Investor Protection Act of 1970 (“SIPA”),1 
Peter John Horvat (“Horvat”), the general partner of a 
registered broker-dealer, has failed to file an answer to 
the Order for Proceedings in the time prescribed by 
Rule 7 of the Securities and Exchange Commission’s 
(“Commission”) Rules of Practice and is therefore in 
default.2 


On " basis of the Order for Proceedings, it is found 
that: 


A. On or about April 25, 1975, the United States 
District Court for the District of New Jersey issued a 
judgment of permanent injunction, pursuant to 
Horvat’s consent, entered without admitting or denying 
the substantive allegations of the Commission’s 
complaint, enjoining Horvat from aiding and abetting 
violations of Sections 10(b), 15(c)(3), and 17(a) of the 
Exchange Act and Rules 10b-5, 15c3-1, 15c3-3, 17a-3, 
17a-4, 17a-5, and 17a-11 thereunder. 


B. On or about June 16, 1975, in the United States 
District Court for the Southern District of New York, 





lin the Matter of Horvat, Maniscalco & Co., et al., 
Admin. Proc. File No. 3-5552, instituted on October 2, 
1978. 


2Rule 7(e) of the Commission’s Rules of Practice pro- 
vides that the allegations in the Order for Proceedings 
may be deemed to be true as to a defaulting 
respondent. 


3The findings herein are not binding on any other 
respondent named in these proceedings. 
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Horvat was convicted following a jury trial of the 
felonies of violating the anti-fraud provisions of the 
Exchange Act, violating the federal mail fraud statute, 
and conspiracy to violate the federal securities laws. 


C. On or about April 13, 1976, in the United States 
District Court for the District of New Jersey, Horvat 
pleaded guilty to, and was convicted of, the felony of 
conspiracy to violate federal mail fraud and securities 
fraud statutes. 


D. On or about April 25, 1975 the United States 
District Court for the District of New Jersey issued a 
decree adjudicating the customers of Horvat, Manis- 
calco & Co. to be in need of protection under the pro- 
visions of SIPA and appointing a trustee for the liqui- 
dation of Registrant pursuant to Section 5(b)(3) of 
SIPA. 


E. Horvat was associated as the general partner with 
a registered broker-dealer on the date that a trustee 
was appointed for the liquidation of the broker-dealer 
pursuant to SIPA. 


Accordingly, IT IS ORDERED that Peter John Horvat 
be, and hereby is, barred from being associated with 
any broker or dealer. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15438/December 27, 1978 


in the Matter of 


PACIFIC STOCK EXCHANGE, INCORPORATED 
618 South Spring Street 
Los Angeles, California 90014 


(SR-PSE-78-18) 
ORDER APPROVING PROPOSED RULE CHANGE 


On November 3, 1978, the Pacific Stock Exchange, 
Incorporated filed with the Commission, pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78(s)(b)(1) (the “Act”) and Rule 19b-4 
thereunder, copies of a proposed rule change which 





lists the procedures and fees charged applicants 
acquiring or transferring memberships on the PSE. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-15331, 
November 15, 1978) and by publication in the Federal 
Register (43 FR 55296, November 27, 1978). All written 
statements with respect to the proposed rule change 
which were filed with the Commission and all written 
communications relating to the proposed rule change 
between the Commission and any person were con- 
sidered and (with the exception of those statements or 
communications which may be withheld from the 
public in accordance with the provisions of 5 U.S.C. 
§ 552) were made available to the public at the 
Commission’s Public Reference Room. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to a 
national securities exchange, and in particular, the 
requirements of Section 6 and the rules and regulations 
thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15441/December 27, 1978 


Orders have been issued granting the applications to 
strike the common stocks of the following companies 
from listing and registration on the New York Stock 
Exchange, Inc.: GENERICS CORPORATION OF 
AMERICA (Par Value 10 cents) and THE RISDON 
MANUFACTURING COMPANY (No Par Value). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15442/December 27, 1978 


An order has been issued granting the application to 
strike the common shares of Aeronca, Inc. ($1.00 Par 
Value) from listing and registration on the Midwest 
Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15443/December 28, 1978 


Orders have been issued granting the applications to 
strike the specified securities of the following 
companies from listing and registration on the New 
York Stock Exchange, Inc.: FOOD FAIR, INC.—Com- 
mon Stock, $1 Par Value; 20-Year 40% Subordinated 
Debentures (Convertible) due April 1, 1978 and 8-3/8% 
Sinking Fund Debentures due January 15, 1996; THE 
McKEE CORPORATION—Common Stock, $1 Par 
Value. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15444/December 28, 1978 


Notices have been issued giving interested persons 
until January 14, 1979, to request a hearing on 
applications of the following exchanges unlisted 
trading privileges in the specified securities of the 
following companies: BOSTON STOCK EXCHANGE, 
INC.—Amdahl Corporation (Del.), Common Stock, 
$.05 Par Value; Arrow Electronics, Inc., Common 
Stock, $1 Par Value; Arvin Industries, Inc. (Ind.), 
Common Stock, $2.50 Par Value; Datapoint Corpora- 
tion, Common Stock, $0.25 Par Value; General Host 
Corporation, Common Stock, $1 Par Value; ITEL 
Corporation, Common Stock, $1 Par Value; Lincoln 
National Corporation (Ind.), Common Stock, $2.50 Par 
Value; Memorex Corporation, Common Stock, $1 Par 
Value; NLT Corporation, Common Stock, $5 Par Value; 
Genuine Parts Company, Common Stock, $1 Par 
Value; Systron Donner Corporation (Del.), Common 
Stock, No Par Value; Teradyne, Incorporated, Common 
Stock, $.0125 Par Value; MIDWEST STOCK 
EXCHANGE, INC.—Fleetwood Enterprises, Inc. (DE), 
Common Stock, $1.00 Par Value; Dana Corporation, 
Common Stock, $1.00 Par ‘Value; PHILADELPHIA 
STOCK EXCHANGE, INC.—American Sterilizer Com- 
pany, Common Stock, $83 1/3 Par Value; United 
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Energy Resources, Inc., Common Stock, $1 Par Value; 
Buttes Gas & Oil Company (DE), Common Stock, $.10 
Par Value; Allegheny Ludium Industries, Inc., $2.19 
Cumulative Preference Stock, No Par Value; First 
Pennsylvania Corporation, Warrants (Expiring May 8, 
1983); J. Ray McDermott Co., Inc., Series A, $2.20 
Cumulative Convertible Preferred Stock, $1 Par Value; 
J. Ray McDermott Co., Inc., Series B, $2.60 
Cumulative Convertible Preferred Stock, $1 Par Value; 
Greyhound Corporation (Arizona), Common Stock, 
$1.50 Par Value; Greyhound Corporation (Arizona), 
Warrants (Expiring May 14, 1980); Pepper (Dr.) 
Company, Common Stock, No Par Value; Humana, 
Inc., $2.50 Cumulative Preferred Stock, $1 Par Value; 
Carrier Corporation, $1.86 Series Cumulative Con- 
vertible Preferred Stock, No Par Value. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15445/December 28, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 6009/December 28, 1978 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20839/December 21, 1978 


In the Matter of 


THE CONNECTICUT LIGHT AND POWER COMPANY 
Selden Street 
Berlin, Connecticut 06037 


THE HARTFORD ELECTRIC LIGHT COMPANY 
Selden Street 

Berlin, Connecticut 06037 

WESTERN MASSACHUSETTS ELECTRIC COMPANY 
174 Brush Hill Avenue 

West Springfield, Massachusetts 01089 


(70-6223) 
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ORDER AUTHORIZING A PROPOSAL TO CONTINUE 
CURRENT AUTHORIZATIONS TO INCUR SHORT- 
TERM UNSECURED INDEBTEDNESS 


The Connecticut Light & Power Company (“CL&P”), 
The Hartford Electric Light Company (“HELCO”), and 
Western Massachusetts Electric Company (“WMECO”) 
electric utility subsidiaries of Northeast Utilities 
(“Northeast”), a registered holding company, have 
filed a declaration with this Commission pursuant to 
Sections 6(a), 7 and 12(e) of the Public Utility Holding 
Company Act of 1935 (“Act”), and Rules 62 and 65 
promulgated thereunder, regarding the following pro- 
posed transaction. 


The charters of CL&P and HELCO each provide for a 
class of preferred stock which may be issued from time 
to time in series, at such times and on such terms as 
their respective boards of directors determine. As of 
November 1, 1978, CL&P’s charter authorizes 6,000,000 
shares of such preferred stock with a par value of $50 
per share of which 3,900,000 shares are outstanding, 
HELCO’s charter authorizes 3,000,000 shares at a par 
value of $50 per share, of which 1,824,000 shares are 
outstanding, and WMECO’s By-laws authorize 350,000 
shares at a par value of $100 per share, of which 
350,000 shares are outstanding. 


The terms of the preferred stock of CL&P, HELCO and 
WMECO provide that the amount of unsecured 
indebtedness of each company having maturities of 
less than ten years which may be issued or assumed 
shall not exceed 10% of the sum of the principal 
amount of all bonds and other secured indebtedness 
and the capital stock, premium and surplus of the 
companies, and that all unsecured indebtedness 
issued or assumed shall not exceed 20% of such sum. 
Nevertheless, in 1971, and 1973, the companies each 
obtained the consent of a majority of their respective 
preferred stockholders to exceed the aforementioned 
10% limitation, but not the aforementioned 20% 
limitation, provided that such excess. short-term 
indebtedness be issued or assumed prior to February 
10, 1979, and mature by February 10, 1980, in the case 
of WMECO, and be issued or assumed prior to March 
31, 1979, and mature by March 31, 1980, in the case of 
CL&P and HELCO. (HCAR Nos. 16993 and 18213 
(WMECO), 17077 and 18213 (CL&P), and 17073 and 
18213 (HELCO)). 


CL&P, HELCO, and WMECO now propose to continue 
their current authorization for a further five year period, 
subject to approval of their respective preferred stock- 
holders, to issue or assume short-term unsecured 
indebtedness in excess of the 10% limitations 
provided: (i) such indebtedness is issued or assumed 
on or prior to March 31, 1984, in the case of CL&P and 
HELCO, and February 10, 1984, in the case of WMECO; 
(ii) such indebtedness shall have a maturity not later 





than March 31, 1985, in the case of CL&P and HELCO, 
and February 10, 1985, in the case of WMECO; and, (iii) 
the 20% limitation on all unsecured indebtedness of 
each company shall remain in effect. The declaration 
states that the principal reason underlying the request 
to continue such authorization is to assist the three 
companies in the timing and planning of long-term 
financing, and that greater availability of short-term 
financing will permit the declarants more time and 
flexibility in meeting the coverage requirements of their 
respective mortgage indentures and preferred stock 
provisions. 


By order dated November 3, 1978 (HCAR No. 20761), 
CL&P, HELCO and WMECO were authorized to solicit 
the proxies from their respective preferred stock- 
holders to be used at special meetings to be held on 
December 15, 1978, for the purpose of obtaining share- 
holder approval for the foregoing proposals. No 
proxies will be solicited from Northeast, the sole 
common stockholder of each of the companies. 
Approval of the proposals with respect to the short- 
term unsecured debt limitation requires the affirmative 
vote of a majority of the total number of outstanding 
shares of each company’s respective preferred stocks 
voting as a class. The Certificates of Incorporation of 
CL&P and HELCO each further provide that if one third 
of the outstanding preferred stock of the company 
votes against such proposal, it will not be adopted. In 
connection with the solicitation of shareholder con- 
sent, CL&P, HELCO and WMECO have filed the 
relevant proxy materials with the Commission and 
received accelerated Commission action thereon 
pursuant to Rule 62. 


The fees, commissions and expenses incurred or to be 
incurred in connection with the proposed transactions 
are estimated at $11,167, $8,667, and $7,666 for CL&P, 
HELCO and WMECO, respectively. No state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20761), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said declaration, as amended, be permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
ot the Act and rules thereunder, that said declaration 
be, and it hereby is, permitted to become effective 


forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20842/December 26, 1978 


In the Matter of 


JERSEY CENTRAL POWER AND LIGHT COMPANY 
P.O. Box 1279R 
Morristown, N.J. 07960 


(70-6242) 


NOTICE OF PROPOSED ISSUANCE OF MORTGAGE 
BONDS BY SUBSIDIARY TO AN INDUSTRIAL 
DEVELOPMENT AUTHORITY TO FINANCE POL- 
LUTION CONTROL FACILITIES. 


NOTICE IS HEREBY GIVEN that Jersey Central Power 
and Light Company (“JCP&L”), an electric utility sub- 
sidiary of General Public Utilities Corporation, a regis- 
tered holding company, has filed an application- 
declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 
designating Sections 6, 7, 9(a), 10, and 12(d) of the Act 
and Rules 44 and 50 promulgated thereunder as appli- 
cable to the proposed transaction. All interested 
persons are referred to the application-declaration, 
which is summarized below, for a complete statement 
of the proposed transaction. 


JCP&L proposes to issue an aggregate of up to 
$7,000,000 principal amount of its first mortgage 
bonds (the “New Bonds”) to the Dauphen County 
Industrial Development Authority (the “Authority”). 
The Authority has been created under the Pennsylvania 
Industrial and Commercial Development Authority 
Law. The New Bonds are to be issued under the 
Indenture, dated as of March 1, 1946, of JCP&L to Citi- 
bank, N.A., Trustee as heretofore supplemented and 
amended and as to be further amended and supple- 
mented by a Thirty-Third Supplemental Indenture to be 
dated as of January 1, 1979, creating the New Bonds. 
The New Bonds are to be due 30 years after their date 
of issuance. 


The New Bonds will be delivered to the Authority by 
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JCP&L in satisfaction of its obligation to pay the 
purchase price of certain pollution control facilities, as 
described below (the “Facilities”), constructed and/or 
presently being constructed in connection with its 
undivided ownership interest in the Three Mile Island 
nuclear generating station (“TMI”). The Facilities are in 
compliance with requirements of the Pennsylvania 
Department of Environmental Resources. 


The interest rate(s) on, maturity date(s) of, and the 
redemption or prepayment provisions with respect to 
the New Bonds will correspond to the interest rate(s) 
on, the maturity date(s) of, and the redemption or 
prepayment provisions with respect to, the related 
pollution control revenue bonds (the ‘‘Authority 
Bonds”) to be issued by the Authority to finance 
construction of the Facilities. It is anticipated that 
interest on the Authority Bonds will be exempt from 
federal income taxation under Section 103 of the 
Internal Revenue Code and, on this basis, JCP&L 
states that the interest rate on the bonds will be sub- 
stantially less than the interest rate on funded 
indebtedness that JCP&L would otherwise sell to 
investors to finance construction of the Facilities. 


It is estimated that the aggregate cost of the Facilities 
will not exceed $7,000,000. As of the date hereof, 
JCP&L states that substantially all of the estimated 
aggregate costs of the Facilities has been expended in 
connection with this construction. JCP&L proposes to 
transfer to the Authority, subject to the lien of its first 
mortgage bond indenture, its interest in the Facilities, 
and to reacquire such interest in the Facilities, from 
time to time, as they are completed in consideration for 
the contemporaneous or prior delivery to the Authority 
of the New Bonds. 


The maximum principal amount of Authority Bonds is 
intended to approximate the cost of the Facilities. The 
Authority Bonds will be issued pursuant to a Pollution 
Control Facilities Agreement (the “Agreement”) and 
under a separate trust indenture (the “Indenture”) 
between the Authority and Manufacturers Hanover 
Trust Company as trustee. The Authority Bonds are 
expected to be sold to underwriters at competitive 
bidding. JCP&L will not be a party to the underwriting 
arrangements although the Agreement will provide that 
the terms of the Authority Bonds shall be approved by 
JCP&L. The proceeds from the sale of the Authority 
Bonds will be deposited in a construction fund as 
provided by the Agreement and the Indenture, and such 
proceeds will be applied, from time to time, to pay the 
cost of the Facilities. The principal and interest on the 
Authority Bonds will be payable solely from payments 
made by JCP&L on the New Bonds, and the credit of 
the Authority will not be pledged to the payment of 
principal and interest on such Authority Bonds. The 
terms of the Authority Bonds and of the New Bonds 
will include a mandatory redemption provision 
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designed to retire, from time to time, beginning after 
the fifteenth year following the date of original 
issuance, prior to maturity, not less than 25% of the 
aggregate principal amount of such bonds originally 
issued. 


JCP&L requests an exemption from the competitive 
bidding requirements of Rule 50 under the Act for the 
sale of the New Bonds pursuant to paragraph (a)(5) of 
that Rule. 


The fees and expenses to be incurred in connection 
with the proposed transaction is approximately 
$125,000, including $37,000 in legal fees. It is stated 
that the New Jersey Board of Public Utilities has 
jurisdiction with respect to the proposed transaction, 
and that no other state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 16, 1979, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application- 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the applicant-declarant at the above-stated address 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the 
request. At any time after said date, the application- 
declaration, as filed or as it may be amended, may be 
granted and permitted to become effective as provided 
in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20843/December 26, 1978 


In the Matter of 


KENTUCKY POWER COMPANY 
Ashland, Kentucky 


(70-6224) 
ORDER AUTHORIZING SHORT-TERM BORROWING 


Kentucky Power Company (“Kentucky”), an electric 
utility subsidiary of American Electric Power 
Company, Inc. (“AEP”), a registered holding company, 
has filed with this Commission an application and an 
amendment thereto pursuant to Section 6(b) of the 
Public Utility Holding Company Act of 1935 (“Act”) and 
Rule 50(a)(2) promulgated thereunder concerning the 
following proposed transaction. 


Kentucky requests that from the date of the granting of 
this application to January 1, 1980, the exemption from 
the provisions of Section 6(a) of the Act afforded to it 
by the first sentence of Section 6(b) of the Act, related 
to the issuance of short-term notes, be increased to the 
extent necessary to cover the issuance and sale of 
notes to banks in an aggregate amount not to exceed 
$35,000,000 outstanding at any one time, all such 
indebtedness to mature not later than March 31, 1980. 


Kentucky states that such short-term financing is 
necessary due to a change in its plan concerning a 
contemplated $100,000,000 term loan involved with its 
proposed purchase of a 15% interest in the Rockport 
Plant owned by Indiana & Michigan Electric Company, 
another electric utility subsidiary of AEP. That 
proposed transaction is the subject of a separate appli- 
cation before this Commission (File No. 70-6198), but 
was disapproved by the Kentucky Public Service 
Commission on October 19, 1978. Kentucky expects to 
request a reconsideration of the decision of the 
Kentucky Public Service Commission or to file a new 
application before it. Due to the uncertainty as to when 
and if said state commission will approve the proposal, 
Kentucky requests the short-term borrowing authori- 
zation in the event such approval is not forthcoming. 


Concerning the credit arrangements, it is stated that 
Kentucky has lines of credit with 11 banks which total 
$241 ,000,000. Each note to be issued will mature not 
more than 90 days after the date of issuance or renewal 
thereof, and will be prepayable at any time without 
premium or penalty. Kentucky’s credit arrangements 
with these banks require it to maintain compensating 
balances of 5% of the line of credit and pay a fee equal 
to 4% of the bank’s prime commercial rate then in 
effect on the size of the line of credit. The combination 


of a 5% compensating balance and a fee is generally 
equivalent to a compensating balance not in excess of 
10% of the line of credit made available. In addition, 
Kentucky must pay interest on the borrowings at the 
rate of 108.5% of the bank’s prime commercial rate 
then in effect. interest computed at this rate would not 
be greater than the effective rate for borrowings 
bearing interest at the prime rate with compensating 
balances equal to 10% of the amount borrowed. If the 
balances maintained and fees paid by Kentucky were 
maintained and paid solely to fulfill requirements for 
borrowings by Kentucky, the effective interest cost to 
Kentucky, assuming full use of the line of credit, would 
not exceed 125% of the prime commercial rate in effect 
from time to time, or not more than 13.4375% on the 
basis of a prime commercial rate of 10.75%. 


Kentucky claims exemption from the competitive 
bidding requirements of Rule 50 for the proposed 
issuance of notes to banks pursuant to paragraph (a)(2) 
thereof. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at $2,500. 
No state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20772), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended, be, and it hereby is, 
granted, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act, 
except that certificates thereunder shall be filed 
quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20844/December 27, 1978 


In the Matter of 
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MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


(70-6230) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
COMMON STOCK AT COMPETITIVE BIDDING 


Middle South Utilities, Inc. (“Middle South”), a 
registered holding company, has filed an application- 
declaration and amendments thereto with this 
Commission pursuant to Sections 6(a) and 7 of the 
Public Utility Holding Company Act of 1935 (“Act”), 
and Rule 50 promulgated thereunder regarding the 
following proposed transaction. 


Middle South proposes to issue and sell at competitive 
bidding up to 8,500,000 shares of its authorized but 
unissued common stock, par value $5 per share, 
(“Additional Common Stock”) to underwriters or 
investment bankers who will agree promptly to make 
a public offering thereof. Middle South estimates that 
the sale will result in aggregate net proceeds of 
approximately $127 ,500,000. The net proceeds from the 
sale of the Additional Common Stock will be applied 
toward the repayment of then outstanding bank loans 
made to Middle South, pursuant to the Credit Agree- 
ment between Middle South and various commercial 
banks dated as of June 29, 1978. The amount of such 
bank loans presently estimated to be outstanding at 
the time of the sale is $137,000,000. 


The fees and expenses to be incurred in connection 
with this transaction are estimated at $300,000, 
including legal fees estimated at $50,000, accounting 
fees estimated at $30,000, and charges for services of 
Middle South Services, Inc. estimated at $15,000. The 
fee of counsel for the purchasers is estimated at 
$30,000 and is to be paid by the successful bidders. It 
is stated that no state or federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 pro- 
mulgated under the Act (HCAR No. 20806), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
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and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20845/December 27, 1978 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
New York, New York 


CNG PRODUCING COMPANY 
CONSOLIDATED GAS SUPPLY CORPORATION 
CONSOLIDATED SYSTEM LNG COMPANY 
THE EAST OHIO GAS COMPANY 

THE PEOPLES NATURAL GAS COMPANY 
WEST OHIO GAS COMPANY 


(70-6240) 


ORDER AUTHORIZING OPEN ACCOUNT ADVANCES 
TO SUBSIDIARY COMPANIES BY PARENT COMPANY 
IN CONNECTION WITH INTRASYSTEM PREPAYMENT 
OF PROMISSORY NOTES AND RELATED TRANS- 
ACTIONS 


Consolidated Natural Gas Company (“Consolidated”), a 
registered holding company, and its subsidiary 
companies, CNG Producing Company (‘Producing 
Company”), Consolidated Gas Supply Corporation 
(“Supply Corporation”), Consolidated System LNG 
Company (“LNG Company”), The East Ohio Gas 
Company (“East Ohio”), The Peoples Natural Gas 
Company (“Peoples”), and West Ohio Gas Company 
(“West Ohio”), have filed an application-declaration and 
an amendment thereto with this Commission pursuant 
to Sections 6(a), 6(b), 7, 9(a), and 10 of the Public Utility 
Holding Company Act of 1935 (“Act”) regarding the 
following proposed transactions. 


It is stated that certain companies in the Consolidated 
system temporarily accumulate cash over and above 
current requirements, for the most part because of 
large seasonal heating business. At the same time, 
Consolidated may require funds for working capital 
and for the financial requirements of other system 
companies. Therefore, Consolidated may be making 





short-term borrowings when subsidiaries with excess 
cash are making temporary money-market investments 
outside the system. It is stated that it would be 
advantageous to alleviate this situation and to continue 
the temporary prepayment of the subsidiaries’ long- 
term notes which optimize the internal utilization of 
excess cash funds accumulated within the system. 


It is proposed that the following subsidiaries make 
temporary prepayments on long-term notes held by 
Consolidated from excess cash funds, from time to 
time prior to December 31, 1979, not exceeding at any 
time the aggregate amounts set forth below: 


East Ohio 

Peoples 

Producing Company 
Supply Corporation 
LNG Company 
West Ohio 


$75,000,000 
15,000,000 
10,000,000 
50,000,000 
10,000,000 
3,500,000 


$163,500,000 


Consolidated estimates that the aggregate prepayment 
of $163,500,000 is the maximum that can be utilized for 
the temporary financing of system requirements during 
1979. 


The long-term notes temporarily prepaid by an individ- 
ual subsidiary will be those bearing the highest interest 
rate outstanding at the time of each prepayment. 
Interest on such notes will cease upon prepayment and 
start again upon reinstatement of the notes. As funds 
are thereafter required by such subsidiary for corporate 
purposes, including construction, it is proposed that 
advances be made on open account to the subsidiary of 
Consolidated in an aggregate amount not to exceed the 
amount of long-term notes previously prepaid, less any 
current maturities applicable to notes which have 
matured subsequent to the prepayment dates. The 
open account advances will bear interest at the same 
rate or rates as borne by the equivalent principal 
amounts of the notes previously prepaid by such 
subsidiary during 1979, but in reverse order to that of 
the prepayments, i.e., from the lowest rate on the 
notes previously prepaid to the highest rate. Interest on 
the open account advances will commence on the date 
of the advance and will become due on June 30, 1979, 
and December 31, 1979, and/or on the date such 
advances are repaid by the reinstatement of the prepaid 
notes. 


It is proposed that open account advances to a subsidi- 
ary be increased or decreased from time to time in 
accordance with variations in the cash flow of the 
subsidiary; however, at no time will the advances 
outstanding be in excess of the notes prepaid. At such 
time as the open account advances equal the aggregate 


amount of the prepaid notes, or in any event not later 
than December 31, 1979, the notes prepaid by a 
subsidiary will be reinstated in repayment of the 
related outstanding open account advances made to 
ihe subsidiary by Consolidated. However, if the aggre- 
gate of the notes prepaid exceeds such advances at the 
end of 1979, Consolidated proposes to make cash 
repayment of the difference in order to effect reinstate- 
ment of the proposed notes in full. No financing of any 
subsidiary which may be presently or subsequently 
authorized by this Commission in connection. with the 
construction or gas storage programs of any such 
subsidiary will be consummated until such time as 
advances have been made in an amount equal to the 
amount of notes prepaid. 


It is stated that the proposed transactions will be 
beneficial to the system because they will: (1) permit 
subsidiary companies with excess cash to prepay 
temporarily long-term notes held by Consolidated, 
with a resulting reduction in their interest expense; (2) 
make available to Consolidated a temporary cash 
source for working capital and for the financing of 
other companies within the system; and (3) permit 
Consolidated, which obtains all external financing 
required by the system, to consequently defer or 
prepay short-term financing such as inventory loans 
with banks and commercial paper borrowings for 
working capital. 


The Public Service Commission of West Virginia has 
authorized the prepayment and reactivation of the 
long-term notes and the short-term borrowings 
proposed by Supply Corporation. No other state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. The applicants-declarants have request- 
ed that authority be granted to file certificates under 
Rule 24 reporting transactions consummated pursuant 
to this filing on a quarterly basis. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20808), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of 
investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 promul- 
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gated under the Act, except that the time for filing the 
certification thereunder with respect to the proposed 
transactions is extended so as to allow filing on a 
quarterly basis. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20846/December 27, 1978 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 

COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT CORPORATION 
COLUMBIA GAS SYSTEM SERVICE CORPORATION 
Wilmington, Delaware 


COLUMBIA GAS TRANSMISSION CORPORATION 
Charleston, West Virginia 


COLUMBIA GAS OF OHIO, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 
COLUMBIA GAS OF MARYLAND, INC. 
Columbus, Ohio 


COLUMBIA GULF TRANSMISSION COMPANY 
Houston, Texas 


COLUMBIA HYDROCARBON CORPORATION 
THE INLAND GAS COMPANY, INC. 
Ashland, Kentucky 


(70-6238) 


ORDER AUTHORIZING OPEN ACCOUNT ADVANCES 
TO SUBSIDIARY COMPANIES BY PARENT COMPANY 
IN CONNECTION WITH INTRASYSTEM PREPAYMENT 
OF PROMISSORY NOTES AND RELATED TRANS- 
ACTIONS 


The Columbia Gas System, Inc. (“Columbia”), a regis- 
tered holding company, and its wholly-owned subsidi- 
ary companies listed above, have filed an application- 
declaration and an amendment thereto with this 
Commission pursuant to Sections 6(a), 6(b), 9(a) and 
10 of the Public Utility Holding Company Act of 1935 
(“Act”) regarding the following proposed transactions. 
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It is stated that during the winter hearing season 
Columbia’s distribution subsidiary companies gener- 
ate substantial amounts of cash in excess of current 
requirements. During the same period, however, the 
transmission subsidiary companies generate lesser 
amounts of cash and have generally larger construction 
expenditures, requiring Columbia to advance funds to 
such subsidiary companies. In recent years, the 
Commission has authorized open account advances by 
Columbia to subsidiary companies and certain related 
transactions which are designed to alleviate this situa- 
tion. The present filing requests authorizations to 
continue such transactions during the calendar year 
1979. 


It is proposed that the subsidiary companies listed 
below will prepay from time to time prior to the end of 
1979, with excess cash in aggregate amounts not to 
exceed the amounts set forth below, a portion of their 
outstanding installment promissory notes (“Notes”) 
held by Columbia. The following amounts represent 
the estimated aggregate maximum excess funds that 
such companies are expected to accumulate at any one 
time during the year 1979. 


Columbia Gas System Service Corp. $ 6,000,000 
Columbia Gas Transmission Corporation 375,000,000 
Columbia Gas of Pennsylvania, Inc. 40,000,000 
Columbia Gas of New York, Inc. 
Columbia Gas of Maryland, Inc. 
Columbia Gas of Kentucky, Inc. 
Columbia Gas of Virginia, Inc. 
Columbia Gas of West Virginia, Inc. 
Columbia Gas of Ohio, Inc. 

Columbia Gulf Transmission Company 
Columbia Hydrocarbon Corporation 
The Inland Gas Company, Inc. 3,500,000 
Columbia LNG Corporation 93,000,000 
Columbia Gas Development Corporation _ 35,000,000 
Total $819,300,000 


125,000,000 
3,300,000 


The Notes (“Indebtedness”) prepaid by the individual 
companies will be those bearing the highest interest 
rate or rates outstanding at the time of each prepay- 
ment. Interest on such Indebtedness will cease upon 
prepayment and recommence upon reissuance. As any 
of such companies require funds for construction and 
other corporate purposes after prepayment, it is 
proposed that advances be made to them on open 
account by Columbia, provided that at no time will the 
amount of such advances to any subsidiary exceed the 
amount of Indebtedness theretofore prepaid by it, less 
any current maturities applicable to prepaid notes 
which would have matured subsequent to the date of 
prepayment. 


The open account advances to any subsidiary company 
will bear interest commencing on the date of the 





advances, at the same rate or rates as borne by the 
equivalent principal amounts of Indebtedness 
previously prepaid by it during 1979, but in reverse 
order to that of the prepayments, i.e., beginning from 
the lowest rate payable on the Indebtedness previously 
prepaid to the highest rate. Interest on the open 
account advances will become due on June 30, 1979, 
and December 31, 1979, and/or on the date such 
advances are repaid by the issuance of Notes. It is 
further proposed that advances on open account to 
individual subsidiary companies will be increased or 
decreased from time to time in accordance with 
variations in the cash flow of the individual subsidiary 
companies. The proposed advances will not be in 
excess of the Indebtedness prepaid theretofore. At 
such time as the advances to any subsidiary company 
equal the aggregate amount of the Indebtedness 
prepaid by it, or in any event not later than December 
31, 1979, such prepaid Indebtedness will be reinstated 
in repayment of the outstanding open account 
advances. 


Financing of construction or gas storage programs of 
any operating subsidiary company pursuant to 
Commission authorization will not be consummated 
until such time as advances have been made in amount 
equal to the amount of Indebtedness prepaid. Any 
subsidiary company which during 1979 has borrowed 
on open account from Columbia an amount smaller 
than the amount of Indebtedness theretofore prepaid 
by it will, on December 31, 1979, reinstate its Indebted- 
ness to Columbia in an amount sufficient to discharge 
its open account borrowings, and the balance of its 
prepaid Indebtedness will be considered to have been 
permanently prepaid. Such permanent prepayment 
would be applied against Indebtedness bearing the 
highest interest rates and would be consummated only 
with respect to Indebtedness bearing interest at a rate 
equal to or in excess of the rate applicable to borrow- 
ings by subsidiary companies from Columbia as of 
December 31, 1979. In the event that a permanent 
prepayment by any subsidiary company would be 
indicated with respect to Notes bearing an interest rate 
less than the rate applicable to debt purchased by 
Columbia from subsidiary companies at December 31, 
1979, such Notes will be reissued by the subsidiary 
company at or before the end of 1979. 


It is stated that the proposed transactions are designed 
to achieve the following: (1) flexibility to prepay at the 
earliest possible date inventory loans with commercial 
banks and other short-term borrowings, (2) deferment 
of outside financing until aggregate system funds 
approach a minimum balance, (3) facilitate the internal 
financing of emergency requirements, and (4) allow 
subsidiaries, during any period in which they have 
excess cash, to temporarily prepay Notes owed 
Columbia, thereby decreasing their own net corporate 
interest expense. 


The Public Service Commission of West Virginia has 
authorized the prepayment and reissuance of prepaid 
Notes by Columbia Gas of West Virginia, Inc.; the 
Public Service Commission of New York has 
authorized the reissuance of prepaid Notes by 
Columbia Gas of New York, Inc.; the Public Service 
Commission of Kentucky has authorized the 
reissuance of prepaid Notes by Columbia Gas of 
Kentucky, Inc.; and the State Corporation Commission 
of Virginia has authorized the reissuance of prepaid 
Notes by Columbia Gas of Virginia, Inc. No other state 
or federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. The 
applicants-declarants have requested that authoriza- 
tion be granted to file certificates under Rule 24 with 
respect to the proposed transactions on a quarterly 
basis. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20807), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of 
investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 promul- 
gated under the Act, except that the time for filing the 
certification thereunder with respect to the proposed 
transactions is extended as requested so as to allow 
filing on a quarterly basis. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20847/December 27, 1978 


In the Matter of 


PHILADELPHIA ELECTRIC POWER COMPANY 
Philadelphia, Pennsylvania 
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THE SUSQUEHANNA POWER COMPANY 
Philadelphia, Pennsylvania 


(70-6212) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
SHORT-TERM NOTES TO BANKS; EXCEPTION FROM 
COMPETITIVE BIDDING 


Philadelphia Electric Power Company (“PEPCo”), a 
registered holding company and public utility subsidi- 
ary company of Philadelphia Electric Company, an 
exempt holding company, and PEPCo’s wholly-owned 
subsidiary company, The Susquehanna Power 
Company (“SPCo”), a public utility company, have 
filed an application-declaration and amendments 
thereto with this Commission pursuant to Sections 
6(a) and 7 of the Public Utility Holding Company Act of 
1935 (“Act”) and Rule 50(a)(5) promulgated thereunder 
regarding the following proposed transactions. 


As of July 31, 1978, PEPCo and SPCo had outstanding 
$1,650,000 and $1,600,000, respectively, of unsecured 
promissory notes issued to banks pursuant to the first 
sentence of Section 6(b) of the Act. PEPCo proposes to 
issue and sell, from time to time through June 30, 
1980, to the banks named below, additional notes in 
the maximum aggregate principal amount of $4.25 
million outstanding at any time. SPCo proposes to 
issue and sell, from time to time through June 30, 
1980, to the banks named below, its promissory notes 
in the maximum aggregate principal amount of $4 
million outstanding at any time. All the notes will 
mature not later than nine months from the respective 
dates of issue and may be prepaid at any time without 
premium. The interest rate on such notes will be the 
prime commercial rate in effect on the date of issuance 
or renewal. There are no requirements for compensat- 
ing balances in conjunction with the proposed bank 
loans. Assuming the present prime interest rate of 
11-%4 % per annum the effective cost of the borrowings 
will be 11-%% since there are no compensating 
balances or other fees involved. 


The proposed borrowings will be obtained from the 
following banks in the following aggregate principal 
amounts outstanding at any one time for the combined 
borrowings of both companies: 


Maximum Borrowing 
$ 2,000,000 


2,000,000 
1,000,000 


The First Pennsylvania Bank N.A. 
Girard Bank 

industrial Valley Bank & Trust Company 
The Fidelity Bank 

The Philadelphia National Bank 
Provident National Bank 

Cheltenham National Bank 

Central Penn National Bank 
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Frankford Trust Company 
American Bank & Trust Company 
Southeast National Bank 

Lincoln National Bank 

Maximum Borrowing 


*Line of credit applies only to PEPCo 


PEPCo proposes to utilize the proceeds of its contem- 
plated borrowings to make interest payments on its 
4%2% Debentures estimated to be $981,000 and 
$945,000, for the years 1979 and 1980, respectively; to 
meet sinking fund obligations on such Debentures of 
approximately $231,000 in 1979 and approximately 
$800,000 in 1980; and for common stock dividend pay- 
ments to PEPCo. SPCo proposes to utilize the 
proceeds of its contemplated borrowings for the 
purposes of financing construction costs estimated at 
$2,100,000, $720,000, and $443,000 for the years 1978, 
1979, and 1980, respectively; for taxes estimated at 
$3.9 million, $2.5 million, and $2.6 million for the years 
1978, 1979, and 1980, respectively; and for common 
stock dividend payments to PEPCo. 


It is stated that no fees or expenses are expected to be 
incurred in connection with the proposed transactions 
other than the filing fee of this Commission. No state 
or federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


Due notice of the filing of said application-declaration, 
as amended, has been given in the manner prescribed 
in Rule 23 promulgated under the Act (HCAR No. 
20805), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the applica- 
ble standards of the Act and the rules thereunder are 
satisfied, and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended, be granted and 
permitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20848/December 27, 1978 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
New York, New York 


NATIONAL FUEL GAS SUPPLY CORPORATION 
Oil City, Pennsylvania 


(70-5831) 


ORDER AUTHORIZING EXTENSION OF INTRA- 
SYSTEM LOANS 


National Fuel Gas Company (“National”), a registered 
holding company, and National Fuel Gas Supply 
Corporation (“Supply Corporation”), a wholly owned 
subsidiary of National, have filed post-effective 
amendments to an application-declaration previously 
filed with this Commission pursuant to Sections 6(a), 
7, 9(a), 10, 12(b) and 12(f) of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rules 43 and 45 
promulgated thereunder regarding the proposed trans- 
actions. 


By order dated December 14, 1977 (HCAR No. 20317) 
the Commission authorized the extension of the 
maturity of a $5,000,000 note of Supply Corporation to 
National from December 31, 1977 to December 31, 
1978. It was anticipated at that time that Federal 
Energy Regulatory Commission (“FERC”) authoriza- 
tion regarding certain transactions involving National 
Gas Storage Corporation (“Storage Corporation”), a 
proposed subsidiary of National, would be received 
before December 31, 1978. National has now been 
informed that it is unlikely that such FERC authoriza- 
tion will be received before December 31, 1978, thereby 
delaying consummation of the above-mentioned trans- 
actions involving Storage Corporation. It is therefore 
requested that the authority of National to loan, and of 
Supply Corporation to borrow, be extended so that 
National may loan or reloan such $5,000,000 to Supply 
Corporation in exchange for a promissory note 
maturing at the earlier of twelve months from the date 
of issue or receipt of the FERC authorization 
mentioned above and the need for the cash for Storage 
Corporation. National’s authority to loan or reloan such 
$5,000,000 would expire upon receipt of the above- 
mentioned FERC authorization and the need for the 
cash for the storage project. The interest rate, which is 
9.6% per annum based upon the effective dividend cost 
to National of its preferred stock and all of the terms of 
the note will remain the same as stated in the order of 
December 14, 1977. 


Also in connection with the establishment of Storage 
Corporation, the Commission, in its order dated 


September 20, 1977 (HCAR No. 20181), authorized the 
extension of the maturity of a $4,900,000 note of 
Supply Corporation to National from December 31, 
1977 to December 31, 1978. As mentioned above, 
National has learned that FERC authorization 
regarding certain transactions involving Storage 
Corporation will not be received before December 31, 
1978. Accordingly, it is hereby also requested that the 
authority of National to loan, and of Supply Corpora- 
tion to borrow, be extended so that National may loan 
or reloan such $4,900,000 to Supply Corporation in 
exchange for a promissory note maturing at the earlier 
of twelve months from the date of issue or receipt of 
the FERC authorization mentioned above and the need 
for the cash for Storage Corporation. National’s 
authority to loan or reloan such $4,900,000 would 
expire upon the earlier of December 31, 1979 or the 
receipt of the above-mentioned FERC authorization 
and the need for the cash for Storage Corporation. The 
interest rate will continue to be the prime rate at the 
Chase Manhattan Bank, N.A., as it fluctuates from 
time to time (currently 11.5%) and all of the terms of 
the note will remain the same as stated in the Commis- 
sion’s order of September 20, 1977. 


It is stated that no special and separable fees, commis- 
sion, and expenses are anticipated in connection with 
the proposed transactions. It is further stated that no 
state or federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. 


Due notice of the filing of the post-effective amend- 
ment to said application-declaration has been given in 
the manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 20812), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application-declaration, as amended, be 
granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 


of the Act and the rules thereunder, that said 
application-declaration, as amended, be, and it hereby 
is, granted and permitted to become effective forth- 
with, subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


Geoge A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20849/December 27, 1978 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


MIDDLE SOUTH ENERGY, INC. 
New Orleans, Louisiana 


(70-6051) 


ORDER AUTHORIZING SUBSIDIARY TO ISSUE 
COMMON STOCK TO PARENT 


Middle South Utilities, Inc. (“Middle South”), a regis- 
tered holding company, and Middle South Energy, Inc. 
(“MSEI”), a wholly owned subsidiary of Middle South, 
have filed post-effective amendments to an 
application-declaration previously filed with this 
Commission pursuant to Sections 6(a), 7, 9(a), 10 and 
12(f) of the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 43 promulgated thereunder as 
applicable to the proposed transactions. 


By Commission order dated December 20, 1977 (HCAR 
No. 20327), MSEI was authorized to issue and sell to 
Middle South, and Middle South was authorized to 
purchase, from time to time, through and including 
December 31, 1978, 75,000 shares of MSEIl’s presently 
authorized but unissued common stock, no par value 
(“New Common Stock”), at a price of $1,000 per share 
for an aggregate cash purchase price of $75,000,000. 


Sales of New Common Stock aggregating 53,000 
shares had occured as of October 15, 1978, leaving 
22,000 remaining shares of New Common Stock 
authorized to be sold through and including December 
31, 1978. 


It now appears that, based upon MSEIl’s revised 
estimate of cash requirements for the remainder of 
1978, it may be necessary for MSEI to issue and sell to 
Middle South during the remainder of 1978 an aggre- 
gate of only 12,000 shares of New Common Stock of 
the remaining 22,000 shares of New Common Stock 
which MSEI is authorized to issue and sell to Middle 
South during 1978. Thus, it is presently expected that 
10,000 shares of New Common Stock may remain 
unsold at December 31, 1978. 


Authority has been requested for MSEI to issue and 
sell, and for Middle South to purchase, up to such 
10,000 shares of New Common Stock (“Carryover 
Shares”) during 1979, through and including June 30, 
1979, at a price of $1,000 per share for an aggregate 
cash purchase price of $10,000,000. 
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MSEI also proposes to issue and sell to Middle South, 
and Middle South proposes to purchase, from time to 
time as further described below, 75,000 additional 
shares of MSEI’s presently authorized but unissued 
common stock, no par value (“Additional Shares”) at a 
price of $1,000 per’ share for an aggregate cash 
purchase price of $75,000,000. 


MSEI will apply the proceeds of sales of Carryover 
Shares and Additional Shares to cost incurred by it in 
the construction of the Grand Gulf Project. 


As of October 15, 1978, MSEI had issued and sold 
272,000 shares of its common stock, no par value, to 
Middle South for an aggregate cash consideration of 
$272,000,000. MSEI is authorized by its articles of 
incorporation to issue up to 1,000,000 shares of its 
common stock, no par value. 


MSEI and Middle South believe it is preferable for sales 
of the Carryover Shares and the Additional Shares to be 
timed to coincide with MSEI’s cash needs from time to 
time, which are primarily determined by the nature and 
pace of the construction work on the Grand Gulf 
Project. Accordingly, MSE! and Middle South request 
that the Commission’s order permit the sale of (1) the 
Carryover Shares to occur from time to time at any time 
through and including June 30, 1979, and (2) the 
Additional Shares to occur from time to time at any 
time through and including December 31, 1979, in each 
case in increments to be determined by MSEI and 
Middle South. Each such sale will be reported to the 
Commission by a certificate filed pursuant to Rule 24. 


To the extent funds are required from external sources 
to acquire the Carryover Shares and the Additional 
Shares, Middle South will obtain such funds through 
the issuance and sale of its unsecured short-term 
promissory notes issued under a revolving credit 
agreement dated as of June 29, 1978 with a group of 
banks headed by Manufacturers Hanover Trust 
Company, New York, New York, as authorized by the 
Commission’s order dated June 15, 1978 (HCAR No. 
20593), or through extensions thereof or such other 
forms of financing as may be approved by the Commis- 
sion. 


Sale of the Carryover Shares and the Additional Shares 
will enable MSEI to continue construction of the Grand 
Gulf Project and to maintain capitalization ratios 
required under various agreements, including its 
Restated and Amended Bank Loan Agreement with a 
group of lending banks and its Mortgage and Deed of 
Trust dated June 15, 1977. 


It is stated that no special or separate fees, 
commissions or expenses are anticipated in 
connection with the proposed transaction. It is further 
stated that no state or federal commission, other than 





this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of the post-effective amend- 
ments to said application-declaration has been given in 
the manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 20814), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application-declaration, as amended, be 
granted and permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 promiul- 
gated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20850/December 28, 1978 


In the Matter of 


THE CONNECTICUT LIGHT AND POWER COMPANY 
THE HARTFORD ELECTRIC LIGHT COMPANY 
Berlin, Connecticut 


WESTERN MASSACHUSETTS ELECTRIC COMPANY 
West Springfield, Massachusetts 


(70-6219) 


SUPPLEMENTAL ORDER RELEASING JURISDICTION 
IN CONNECTION WITH SALE AND LEASE-BACK OF 
DATA PROCESSING EQUIPMENT 


The Connecticut Light and Power Company (“CL&P”), 
Hartford Electric Light Company (“HELCO”), and 
Western Massachusetts Electric Company (“WMECO”) 
public-utility subsidiary companies of Northeast Utili- 
ties (“NU”), a registered holding company have filed a 


post-effective amendment to the application- 
declaration in this proceeding pursuant to the Public 
Utility Holding Company Act of 1935 (“Act”) regarding 
certain proposed transactions. 


By order in this proceeding dated December 15, 1978, 
(HCAR No. 20833), this Commission authorized, 
among other things, the sale and leaseback of certain 
utility assets consisting of land and buildings and the 
lease financing of a new building and additions to 
existing buildings. Jurisdiction was reserved over the 
following proposed equipment transactions pending 
completion of the record. 


CL&P proposes to lease not more than $6,000,000 
worth of the data processing equipment and software 
and accessory equipment (“System”) which will 
together comprise all or part of a new Automatic 
Generation Control/Supervisory Control and Data 
Acquisition (AGC/SCADA) system to be installed in 
the Convex dispatching building. The proposed trans- 
action is being arranged by Interet Corporation. CL&P 
is to enter into a Participation Agreement with the 
Connecticut Bank and Trust Company, as Trustee 
(‘Trustee’), Ford Motor Credit Company, and 
Manufacturers Detroit Leasing Company (“Equity 
Participants”) and Bankers Life Company (“Institu- 
tional Investor’). Pursuant to the Participation Agree- 
ment and prior to putting any part of the System into 


service, CL&P will either arrange for the Trustee to 


acquire such part from the vendor or will itself 
purchase such part and resell it to the Trustee. In the 
latter case, CL&P will be reimbursed, in cash, for all of 
its estimated investment with respect to the System 
prior to the Trustee’s taking of title, including any sales 
and use taxes actually paid or required to be paid by 
CL&P with respect to any components of the System 
prior to their delivery to the Trustees and an allowance 
for funds used during construction. The Trustee will 
hold legal title to the System for the benefit of the 
Equity Participants and the Institutional Investor 
pursuant to a Trust Agreement. When the System is 
delivered to and accepted by the Trustee, the Trustee 
will simultaneously lease back the System to CL&P 
pursuant to a Lease Agreement (“Lease”). The base 
term of the Lease will be eight years, which term will 
not exceed 75% of the expected useful life of the 
System. Following the initial term of the Lease, CL&P 
will have options to renew the Lease on a fair rental 
basis for a total of three two-year terms. Provided that 
at least one such renewal for a two-year term has been 
exercised, CL&P will also have the right to purchase 
the equipment on a fair market basis. Following expira- 
tion of the base term and any renewal terms of the 
Lease, CL&P will be required to return the System to 
the Trustee unless CL&P exercises its right to purchase 
the System. The Lease will be a “net lease” in that 
CL&P will assume all costs of operating and main- 
taining the System, including the payment of property 
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taxes and insurance. It is stated that the AGC/SCADA 
system lease does not meet any of the FASB-13 tests 
for capitalized leases and that, therefore, it will be 
accounted for by CL&P as an operating lease and will 
not appear on its balance sheet. The lease rentals will 
be treated as an operating expense for ratemaking pur- 
poses. 


The Trustee will finance its acquisition of the System 
through a combination of an investment of approxi- 
mately 25% of the Trustee’s cost by the Equity Partici- 
pants and of an issuance of secured notes to the 
Institutional Investor at an interest rate of 9.3% per 
annum in an amount equal to approximately 75% of the 
Trustee’s cost. The secured notes will be without 
recourse to the Trustee or the Equity Participants and 
will be collateralized by a perfected security interest in 
the Lease and the System. CL&P will be under an 
unconditional obligation to make semi-annual rental 
payments to the Trustee in amounts at least sufficient 
for the Trustee to pay. The average rental will be pay- 
able by CL&P in equal semi-annual amounts and will 
be not more than 7.6% of the Trustee’s cost for the 
System. If viewed in terms of interest costs, the 
effective interest cost to CL&P will be approximately 
4.4% per annum. The rental payments are premised 
upon the availability of certain tax benefits to the 
Equity Participants. In the event that such tax benefits 
prove to be unavailable, the Lease rentals will be 
adjusted. Such adjustments could, in the aggregate, 
increase the effective interest cost up to a maximum of 
10% per annum. 


The record in this proceeding is now complete with 
respect to the equipment transactions. 


Upon the basis of the facts in the record, it is hereby 
found that the proposed equipment transactions are 
reasonable and that all the requirements of the Act and 
the rules thereunder are satisfied. 


IT IS ORDERED that the jurisdiction reserved in said 
order of December 15, 1978 over the equipment trans- 
actions be, and it hereby is, released and that the 
transactions may be consummated subject to the 
terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20851/December 28, 1978 
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In the Matter of 


SOUTHWESTERN ELECTRIC POWER COMPANY 
P.O. Box 21106 
Shreveport, Louisiana 71156 


(70-6239) 


NOTICE OF PROPOSED SALE OF TRANSMISSION 
LINES BY SUBSIDIARY TO AN UNAFFILIATED 
ELECTRIC UTILITY 


NOTICE IS HEREBY GIVEN that Southwestern Electric 
Power’ Company (“SWEPCO”), an electric utility sub- 
sidiary of Central and South West Corporation 
(“CSW”), a registered holding company, has filed a 
declaration and an amendment thereto with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Section 
12(d) of the Act and Rule 44 promulgated thereunder 
as applicable to the proposed transaction. All 
interested persons are referred to the declaration, 
which is summarized below, for a complete statement 
of the proposed transaction. 


SWEPCO is the owner of 21.9 miles of 34.5 kv trans- 
mission lines located in Benton and Carroll Counties, 
Arkansas (the “34.5 kv line”). SWEPCO had used the 
line to serve the Eureka Springs, Arkansas area, and 
three substations of the Carroll Electric Cooperative 
Corporation (“Carroll Cooperative”). 


SWEPCO has constructed 161 kv lines to service the 
Eureka Springs area. Therefore SWEPCO no longer has 
any need for the limited capacity 34.5 kv line. 


Carroll Cooperative is an Arkansas Corporation 
organized under the “Arkansas Electric Cooperative 
Corporation Act” and is an electric utility with no affili- 
ation to CSW or its subsidiaries and affiliates. Carroll 
Cooperative serves Benton, Boone and Carroll 
Counties, Arkansas. Because Carroll Cooperative 
wants to increase the capacity of its Garfield sub- 
station, it has offered to purchase the 34.5 kv line fora 
purchase price of $120,000. This price was established 
by Carroll’s engineers as the present value of the line to 
Carroll. The current depreciated book value of the line 
is $154,200.15. However, SWEPCO states that since 
the line has no value to itself, and, in fact, would cost 
$109,500 for removal, of which $12,500 would be 
salvage value, SWEPCO believes that this offer is in its 
best interest. 


SWEPCO also believes such a sale would be beneficial 
to its customers, since the proceeds of such a sale will 
be used to secure a release of the 34.5 kv line mortgage 
indenture, now held on trust at the Continental Illinois 
National Bank and Trust Company of Chicagce. 





The fees and expenses to be incurred in connection 
with the proposed transaction is approximately $3,600, 
including $1,500 in legal fees. It is stated that no state 
commission, and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 22, 1979, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said declaration 
as amended which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the declarant at the above-stated address and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the declaration, as amended or as 
it may be further amended, may be permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20852/December 28, 1978 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 


(70-6195) 


ORDER AUTHORIZING INCREASE IN SHORT-TERM 
INDEBTEDNESS 


Indiana & Michigan Electric Company (“l&M”), an 
electric utility subsidiary of American Electric Power 
Company, Inc. (“AEP”), a registered holding company, 
has filed with this Commission post-effective amend- 
ments to its application previously filed in this matter 
pursuant to Section 6(b) of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rules 50(a)(2) and 
50(a)(5) promulgated thereunder concerning the 
following proposed transaction. 


By order dated September 7, 1978 (HCAR No. 20700), 
1&M was authorized to issue and sell short-term notes 
and commercial paper through January 1, 1980, in an 
aggregate amount not to exceed $125,000,000 out- 
standing at any one time, such indebtedness to mature 
not later than June 30, 1980. As of October 26, 1978, 
1&M had $102,090,000 aggregate principal amount of 
short-term debt outstanding. 


By post-effective amendments applicant proposes that 
its short-term debt authorization be increased from 
$125,000,000 to $150,000,000. It is stated that the 
increase is necessary due to changes in previous plans 
to sella 15% interest in its Rockport Plant to Kentucky 
Power Company, another electric utility subsidiary of 
AEP. That planned sale, which is the subject of a 
separate application before this Commission (File No. 
70-6198), was disapproved by the Kentucky Public 
Service Commission on October 19, 1978. 


Concerning the credit arrangements, it is stated that 
1&M has lines of credit with 39 banks which total 
$295,990,000, such banks being of three classes. 


Each note to be issued to a Class | bank will mature not 
more than 270 days after the date of issuance or 
renewal thereof, and will be prepayable at any time 
without premium or penalty. 1&M’s credit arrangement 
with these banks require it to maintain compensating 
balances equal to a percentage of the line of credit 
made available by the bank plus a percentage of any 
amount actually borrowed (generally not in excess of 
10% of the line of credit and 10% of the amount 
borrowed). In most cases 1&M maintains deposit 
balances for its operational and financial needs in 
amounts sufficient to satisfy any compensating 
balances required with respect to borrowings from 
such banks. Borrowings from a Class | bank would 
generally bear interest at an annual rate not greater 
than the bank’s prime commercial rate in effect from 
time to time. 


Each note to be issued to a Class II bank will mature 
not more than 90 days after the date of issuance or 
renewal thereof, and will be prepayable at any time 
without premium or penalty. 1&M’s credit arrangements 
with these banks require it to maintain compensating 
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balances of 5% of the line of credit and to pay a fee 
equal to 4% of the bank’s prime commercial rate then 
in effect on the size of the line. The combination of 5% 
compensating balances and a fee is generally 
equivalent to compensating balances not in excess of 
10% of the line of credit made available. In addition, 
1&M must pay interest at the rate of 108.5% of the 
bank’s prime commercial rate then in effect on the 
borrowings. It is stated that if the balances maintained 
and the fees paid by 1&M with and to the Class | and II 
banks were maintained and paid solely to fulfill 
requirements for borrowings by I&M, the effective 
annual interest cost under either such arrangement, 
assuming full use of the line of credit, would not 
exceed 125% of the prime commercial rate in effect 
from time to time, or not more than 13.4375% on the 
basis of a prime commercial rate of 10.75%. 


With respect to the Class Ill banks, 1&M has a money 
market facility at each of two named banks in an 
aggregate amount of $25,000,000. These money market 
facilities do not represent a formal commitment or 
engagement by these banks to I&M, but represent 
merely the ability of I&M to request unsecured 
borrowings, in the form of promissory notes, on a 
case-by-case basis. These money market facilities are 
available for unsecured borrowings in domestic dollars 
and/or in Eurodollars for periods of up to 180 days 
after the date of issuance, and any such borrowings 
will be prepayable at any time without premium or 
penalty. No compensating balances are required. The 
interest rate, which is presently to be negotiated on a 
case-by-case basis (using a 360 day year), is pegged to 
either the London Interbank Offering Rate plus a desig- 
nated percent, if the borrowings are made in Euro- 
dollars, or to a designated percent of the bank’s prime 
rate, if the borrowings are made in domestic dollars. It 
is stated that interest rates on these notes will be lower 
than the effective interest rates for borrowings made 
from Class | and Il banks, including the effect of any 
compensating balances and fees paid. 


1&M also has arrangements to sell commercial paper 
directly to Lehman’ Commercial Paper Incorporated 
(the “Dealer”). The commercial paper will consist of 
promissory notes in denominations of not less than 
$50,000 nor more than $5,000,000, of varying 
maturities, with no maturity more than 270 days after 
the date of issuance; such notes will not be repayable 
prior to maturity and will be sold at a discount rate not 
in excess of the discount rate per annum prevailing at 
the time of issuance for commercial paper of 
comparable quality and maturity. No commercial paper 
will be issued having a maturity of more than 90 days if 
such commercial paper would have an effective interest 
cost to 1&M which exceeds the effective interest cost at 
which 1&M could borrow from commercial banks. The 
Dealer will reoffer the commercial paper, at a discount 
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rate 1/8 of 1% per annum less than the discount rate at 
which such notes were purchased from 1&M, to not 
more than 200 of the Dealer’s customers designated in 
anon-public list prepared by the Dealer in advance. No 
sales of such commercial paper will be made to any 
customer unless that customer has received up-to-date 
reports as to the credit position of 1&M. It is expected 
that the Dealer’s customers will hold such commercial 
paper prior to maturity, the Dealer, pursuant to a verbai 
repurchase agreement, will repurchase the commercial 
paper and reoffer it to other customers on its non- 
public list. 


The proceeds from the issue and sale of the notes will 
be used by I&M to reimburse its treasury for past 
expenditures made in connection with its construction 
program and to pay part of the cost of its future 
construction program. I|&M estimates its construction 
expenditures for the years 1978 and 1979 at 
$450,000,000 (exclusive of the expenditures of its 
generating subsidiary). 


1&M claims exemption from the competitive bidding 
requirements of Rule 50 for the proposed issuance of 
notes to banks pursuant to paragraph (a)(2) thereof, 
and requests exemption from such requirements for 
the proposed issue and sale of its commercial paper 
pursuant to paragraph (a)(5) thereof. 


There are no additional fees or expenses to be incurred 
in connection with the proposed transaction. No state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said post-effective amend- 
ments to the application has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 20771), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the 
facts in the record, it is hereby found that the 
applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended by said 
post-effective amendments, be granted: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended by said post-effective amendments, be, 
and it hereby is, granted, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act, except that certificates thereunder shall be 
filed quarterly. 





For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20853/December 28, 1978 


In the Matter of 


FALL RIVER ELECTRIC LIGHT COMPANY 
Fall River, Massachusetts 


MONTAUP ELECTRIC COMPANY 
Fall River, Massachusetts 


(70-6236) 


ORDER AUTHORIZING PROPOSED ISSUANCE OF 
SHORT-TERM NOTES TO BANKS 


Fall River Electric Light Company (‘Fall River’) and 
Montaup Electric Company (“Montaup”), both electric 
utility subsidiary companies of Eastern Utilities 
Associates (“EUA”), a registered holding company, 
have filed with this Commission a declaration pursuant 
to Sections 6(a)(1), 7 and 12(c) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 
42(b)(2) and 50(a)(2) promulgated thereunder concern- 
ing the following proposed transaction. 


Fall River and Montaup propose to make borrowings 
from designated banks in the following maximum 
amounts to be outstanding at any one time during the 
period ending December 24, 1979: Fall River, 
$5,800,000; Montaup $26,700,000. 


The borrowings are to be evidenced by promissory 
notes dated the respective dates of issue, maturing 
April 2, 1979 for all notes issued on and after December 
26, 1978 and prior to April 2, 1979, July 2, 1979 for all 
notes issued on and after April 2, 1979 and prior to July 
2, 1979, October 1, 1979 for all notes issued on and 
after July 2, 1979 and prior to October 1, 1979 and 
December 24, 1979 for all notes issued on and after 
October 1, 1979 and prior to December 24, 1979. With 
respect to such notes to banks for which compensating 
balances of 20% are required, the notes will bear 
interest at not in excess of the prime or base rate in 
effect on the date of issuance or from time to time. 
With respect to such notes to banks for which no 
compensating balances are required, the notes will 
bear interest at not in excess of an effective rate 


derived from the prime or base rate in effect on the date 
of issuance, or from time to time, together with an 
assumed compensating balance of 20%. All notes will 
provide for prepayment in whole or in part without 
penalty. Assuming a required compensating balance of 
20% and a prime or base rate of 1112%, the effective 
interest rate on such borrowings would be 14.38%. 
This same effective rate of 14.38% would also be appli- 
cable in the case of notes for which no compensating 


balance is required as long as the prime or base rate is 
112%. 


Proceeds of the borrowings will be used for construc- 
tion expenditures, for meeting compensating balance 
requirements of lending banks, and to pay short-term 
debt at or prior to maturity. 


Fall River and Montaup expect to have short-term loans 
outstanding on December 26, 1978, of $4,950,000 and 
$18,400,000, respectively. Construction expenditures 
for Fall River and Montaup during 1978-1979 are 
estimated to be $1,684,000 and $13,847,000 
respectively. 


The fees and expenses to be incurred in connection 
with the proposed transactions $3,030, including 
$1,030 in attorney’s fees. No state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20804), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that the declaration, be permitted to become effective: 


IT {S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
be, and it hereby is, permitted to become effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10534/December 22, 1978 


In the Matter of 


L.F. ROTHSCHILD, UNTERBERG, TOWBIN 
WARBURG PARIBAS BECKER INCORPORATED 


J.C. BRADFORD & CO. 
and 


PIPER, JAFFRAY & HOPWOOD INCORPORATED 
c/o L.F. Rothschild, Unterberg, Towbin 

55 Water Street 

New York, NY 10041 


(812-4398) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER OF 
EXEMPTION FROM SECTION 30(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that L.F. Rothschild, 
Unterberg, Towbin; Warburg Paribas Becker Incorpo- 
rated; J.C. Bradford & Co., and Piper, Jaffray & Hop- 
wood Incorporated (“Applicants”) have filed an appli- 
cation on November 28, 1978, pursuant to Section 6(c) 
of the Investment Company Act of 1940 (“Act”) for an 
order of the Commission in connection with a 
proposed offering of common stock of Nautilus Fund, 
Inc. (“Company”), a registered, closed-end diversified 
management investment company, from Section 30(f) 
of the Act, which incorporates Section 16 of the 
Securities Exchange Act of 1934 (“Exchange Act”), to 
exempt certain transactions incidental to the distri- 
bution of the Company’s shares. All interested persons 
are referred to the application on file with the 
‘Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicants are the prospective representatives 
(“Representatives”) of a group of underwriters (“Under- 
writers”) being formed in connection with the proposed 
public offering. 


Common Shares of the Company are to be purchased 
by the Underwriters pursuant to a purchase agreement 
(“Purchase Agreement”) to be entered into between the 
Company, Vance, Sanders & Company, Inc., the Com- 
pany’s investment adviser (“Adviser”), and the Under- 
writers, represented by the Representatives. It is also 
contemplated that one or more dealers will offer and 
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sell shares of the Company’s common stock. Although 
the registration statement on Form S-4 under the 
Securities Act of 1933 cover 1,650,000 shares of 
common stock (including 150,000 shares which may be 
purchased at the option of the Underwriters to cover 
over-allotments), the number may be increased or 
decreased in the registration statement as amended at 
the time it becomes effective, depending upon market 
conditions and other factors to be considered by the 
Representatives and the Company at that time. 


The underwriting commitment of any one or more of 
the Underwriters, including the Applicants, may 
exceed 10% of the aggregate number of common 
shares of the Company to be outstanding upon the 
completion of the initial public offering. In addition to 
purchases from the Company and sales of common 
shares, there may be other transactions of purchases 
or sales incident to a distribution, such as stabilizing 
purchases, purchases to cover over-allotments, and 
sales of common shares purchased in stabilization. 
Since Section 30(f) of the Act subjects every person 
who is directly or indirectly the beneficial owner of 
more than 10% of any class of outstanding securities 
of registered investment company to the same duties 
and liabilities as those imposed by Section 16 of the 
Exchange Act, any Underwriter or Underwriters owning 
more than 10% of the Common Shares of the Company 
may become subject to the filing requirements of 
Section 16(a) of the Exchange Act and, upon sale of the 
shares purchased by them, subject to the liabilities 
imposed by Section 16(b) of the Exchange Act. 


Rule 16b-2 under the Exchange Act exempts certain 
transactions in connection with a distribution of 
securities from the operation of Section 16(b) of the 
Exchange Act. The Underwriters may fail to meet the 
requirement for exemption from Section 16(b) stated in 
Rule 16b-2(a)(3), i.e., that the aggregate participation 
of persons not within the purview of Section 16(b) of 
the Exchange Act must be at least equal to the 
participation of persons receiving the exemption under 
Rule 16b-2, because one or more of the Underwriters 
who, pursuant to the Purchase Agreement, may be 
obligated to purchase more than 10% of the shares of 
the Company, may distribute more than 50% of the 
shares of the Company being offered. Moreover, one or 
more Underwriters, including the Representatives, 
even though they are initially obligated under the 
Purchase Agreement to purchase 10% or less of the 
aggregate number of shares of the common stock to be 
outstanding upon completion of the public offering, 
may, aS a consequence of defaults by other Under- 
writers, become obligated to purchase more than 10% 
of the aggregate number of shares of common stock to 
be outstanding, and such Underwriters may distribute 
more than 50% of the shares of common stock being 
offered. 





Applicants submit there is no inside information in 
existence since the Company, prior to the initial 
distribution of shares of common stock, will have no 
assets (other than cash) or business of any sort, and all 
material facts with respect to the Company will be set 
forth in the prospectus pursuant to which the shares of 
common stock will be offered and sold. No partner, 
director or officer of the Representatives is a director or 
officer of the Company or the Adviser, and it is not 
anticipated that any partner, director or officer of any 
other Underwriter will be a director or officer of the 
Company or the Adviser. 


Section 6(c) of the Act provides, in part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 
persons, securities or transactions from any provision 
or provisions of the Act or any rule or regulation there- 
under, if and to the extent that such exemption is 
necessary or appropriate in the public interest and con- 
sistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than January 12, 1979, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law pro- 
posed to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant(s) at the address(es) stated above. Proof of 
such service (by affidavit, or in case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10535/December 27, 1978 


In the Matter of 

PUTNAM CONVERTIBLE FUND, INC. 
PUTNAM EQUITIES FUND, INC. 

THE GEORGE PUTNAM FUND OF BOSTON 
THE PUTNAM GROWTH FUND 
PUTNAM HIGH YIELD TRUST 

THE PUTNAM INCOME FUND, INC. 
PUTNAM INVESTORS FUND, INC. 
PUTNAM OPTION INCOME TRUST 
PUTNAM TAX EXEMPT INCOME FUND 
PUTNAM VISTA FUND, INC. 

PUTNAM VOYAGER FUND, INC. 

and 


PUTNAM FUND DISTRIBUTORS, INC. 
265 Franklin Street 
Boston, Massachusetts 02110 


(812-4367) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING AN EXEMPTION FROM SECTION 22(d) OF 
THE ACT AND RULE 22d-1 THEREUNDER 


Putnam Convertible Fund, Inc., Putnam Equities Fund, 
Inc., The George Putnam Fund of Boston, The Putnam 
Growth Fund, Putnam High Yield Trust, The Putnam 
Income Fund, Inc., Putnam Investors Fund, Inc., 
Putnam Option Income Trust, Putnam Tax Exempt 
Income Fund, Putnam Vista Fund, Inc., and Putnam 
Voyager Fund, Inc. (collectively, “Funds”), each of 
which is registered as an open-end, diversified invest- 
ment company under the Investment Company Act of 
1940 (“Act”), and Putnam Fund Distributors, Inc. 
(“Distributors”) (collectively, “Applicants”), filed an 
application on September 13, 1978, and an amendment 
thereto on October 26, 1978, for an order, pursuant to 
Section 6(c) of the Act, exempting Applicants from the 
provisions of Section 22(d) of the Act and Rule 22d-1 
thereunder to the extent necessary to permit sales of 
the Funds’ securities at net asset value to Putnam 
Affiliated Employees who are participants in a non-tax 
qualified employee benefit plan. Putnam Affiliated 
Employees are employees of Marsh & McLennan 
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Management Companies, which include certain 
corporate affiliates of the Funds’ investment adviser 
and Distributors. 


On November 27, 1978, a notice was issued (Invest- 
ment Company Act Release No. 10491) of the filing of 
the application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as. 
of course unless a hearing should be ordered. No 
request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found, on the 
basis of the information stated in the application, as 
amended, that the granting of the requested order is 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 


intended by the policy and provisions of the Act. 
Accordingly, 


IT iS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from Section 22(d) 
of the Act and Rule 22d-1 thereunder, to the extent 
requested, be, and hereby is, granted effective forth- 
with. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10536/December 28, 1978 


in the Matter of 

AMERICAN VARIABLE ANNUITY LIFE ASSURANCE 

COMPANY 

and 

AMERICAN VARIABLE ANNUITY LIFE ASSURANCE 
COMPANY SEPARATE ACCOUNTS D AND E 

440 Lincoln Street 

Worcester, MA 01605 


(812-4394) 
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ORDER PURSUANT TO SECTION 11 OF THE ACT 
APPROVING CERTAIN OFFERS OF EXCHANGE AND 
PURSUANT TO SECTION 6(c) OF THE ACT FOR 
EXEMPTION FROM THE PROVISIONS OF SECTIONS 
26(a) AND 27(c)(2) OF THE ACT 


American Variable Annuity Life Assurance Company 
(the “Company”), a stock life insurance company 
organized under the provisions of the Delaware 
Insurance Code, and American Variable Annuity Life 
Assurance Company Separate Accounts D and E (the 
“Separate Accounts”), separate accounts of the 
Company registered under the Investment Company 
Act of 1940 (“Act”) collectively as a unit investment 
trust, as issuers of the Company’s individual non- 
qualified variable annuity contracts to be funded by the 
Separate Accounts, filed an application on November 
13, 1978, pursuant to Section 11 of the Act for an order 
approving certain offers of exchange and pursuant to 
Section 6(c) of the Act exempting the Company and the 
Separate Accounts from Sections 26(a) and 27(c)(2) of 
the Act. 


On December 1, 1978, the Commission issued a notice 
(Investment Company Act Release No. 10387) of the 
filing of the application. The notice gave interested 
persons an opportunity to request a hearing and stated 
that an order disposing of the application would be 


issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, and 
the Commission has not ordered a hearing. 


The matter has been considered and it has found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. Accordingly, 


IT iS ORDERED, pursuant to Section 11 of the Act, that 
the proposed offers of exchange be approved, and pur- 
suant to Section 6(c) of the Act, that the application for 
exemption from the provisions of 26(a) and 27(c)(2) of 
the Act be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 8621/December 21, 1978 


SEC v. ADVANCED FUEL SYSTEMS, INC., & BURN 
CERSLEY (Western District of Washington, Northern 
Division, Civil Action No. C78-759M) 


Jack H. Bookey, Regional Administrator of the Seattle 
Regional Office announced the filing of a complaint in 
the U.S. District Court for the Western District of 
Washington, Northern Division on December 6, 1978, 
against Advanced Fuel Systems, Inc., a Washington 
corporation, and Burn Cersley, of Seattle, Wash. 


Without admitting or denying the allegations of the 
complaint, the defendants consented to the entry of a 
decree of permanent injunction against them, 
enjoining them from further violations of the 
registration and anti-fraud provisions of the federal 
securities laws. The decree also requires that the 
defendants are to provide a copy of the Commission’s 
complaint and the final Decree to all known and 
ascertainable investors in Advanced Fuel Systems, Inc. 


The Commission’s complaint alleged that the 
defendants have been and are engaged in the sale of 
unregistered securities, consisting of the common 
stock of Advanced Fuel Systems, Inc., in violations of 
Sections 5(a) and (c) of the Securities Act of 1933. The 
complaint further alleges violations of the anti-fraud 
provisions of the federal securities laws based on 
making untrue statements of material fact and 
omissions to state material facts to investors in the 
course of the securities sales, including that: (a) 
$1,000,000 had been committed to the corporation for 
research and development of a fuel system at a time 
when in fact less than $145,000 was available to the 
corporation; (b) claims that an “international financier” 
was backing the corporation with “unlimited funds” 
when no such backing existed; (c) omitting to disclose 
to investors the dilution effect of previous stock splits 
benefitting insiders; (d) failing to follow generally 
accepted accounting principles when valuing a license 
agreement in financial statements, resulting in an 
overvaluation of the agreement by about 500%; (e) 
claiming the availability of special tax benefits when 
the same were not available; (f) representations that 
the fuel system would yield 100 miles per gallon for 
automobiles when it was known that this was not true; 
(g) omitting to disclose that claims of 66.8 miles per 
gallon in other tests were in fact based on 
unsophisticated, nonscientific, non-verifiable and 
widely varying test results; (h) representations 
regarding the cost of the finished product when no 
facts were available to support any cost prediction; (i) 
omitting to disclose and misrepresenting the amount 
of funds from the securities sales which would be paid 
to Cersley. 





Litigation Release No. 8622/December 21, 1978 


UNITED STATES OF AMERICA ex rel SEC v. 
GERALD GREENSPAN, 78 Cr. Misc. #1 (Page 41) 
(S.D.N.Y.) 


William D. Moran, Regional Administrator of the New 
York Regional Office, today announced that on 
December 1, 1978, the Honorable Edward Weinfeld, 
U.S. District Judge for the Southern District of New 
York, issued an Order to Show Cause why Gerald 
Greenspan (“Greenspan”) should not be punished for 
criminal contempt. 


The Order was issued based upon allegations that 
Greenspan violated two orders of permanent injunction 
issued -by the court. The first order, entered against 
Greenspan by the court on November 10, 1960 in SEC 
v. Gerald Greenspan (60 Civil 4170), enjoined him from 
violating the anti-fraud provisions of the federal 
securities laws (see Litigation Release No. 1832). The 
second order, entered against Greenspan on July 8, 
1975 in SEC v. Gerald Greenspan a/k/a Jay Greene (75 
Civil 2826), enjoined him from violating both the anti- 
fraud and anti-manipulative provisions of the federal 
securities laws (see Litigation Release No. 7008). 


Specifically, the Commission alleged in its application 
that Greenspan violated the orders of permanent 
injunction by, among other things: 


1. Manipulating the American Stock Exchange 


trading market for Family Record Plan 
common stock; 


(“FRP”) 


2. Making false and misleading statements of 
material facts, and omitting to state material facts, to 
purchasers of FRP common stock, broker-dealers, and 
others; 


3. Issuing checks for $108,317.44 to broker-dealers 
for purchasers of FRP common stock at a time when he 
had insufficient funds to cover such checks; and 


4. Issuing or causing to be issued checks in payment 
for purchases of FRP common stock drawn on a non- 
existent bank account bearing a name other than his 
own. 





Litigation Release No. 8623/December 21, 1978 


SEC v. F.L. SALOMON & CO., ET AL. (S.D.N.Y. Civil 
Action No. 73-3926 CES) 
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William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission announced that on November 28, 1978, 
the Honorable Charles E. Stewart, Jr., Judge of the 
United States District Court for the Southern District of 
New York, issued a decision, after trial of the action, 
holding that defendants Bruce Paul, Aspen Fund II and 
Monarch Fund (hereinafter referred to as the “Paul 
defendants”), who were the sole remaining defendants 
in the action, violated Section 10(b) of the Securities 
Exchange Act of 1934 (“Exchange Act”) and Rule 10b-5 
thereunder by purchasing shares of Bio-Medical 
Sciences, Inc., (“Bio-Med”) while in possession of 
material non-public information regarding that 
company. Judge Stewart further held that an injunction 
and disgorgement as to those defendants were 
appropriate. 


The Complaint alleged that 29 corporate, partnership 
and individual defendants, including the Paul 
defendants, violated Section 10(b) of the Exchange Act 
and Rule 10b-5 thereunder by purchasing and/or 
recommending the purchase of Bio-Med stock in 1971 
while such defendants were in possession of 
non-public information concerning a proposed 
$5,000,000 financing for Bio-Med. Prior to trial against 
the Paul defendants, 24 of the defendants entered into 
settlements and the action was voluntarily dismissed 
as two of the defendants. 


In this decision, Judge Stewart found that the 
defendant Bruce Paul purchased Bio-Med stock on 
behalf of Aspen Fund Il and Monarch Fund while in 
possession of information which he “knew or had 
reason to know was non-public and had been obtained 
improperly by selective revelation or otherwise.” 
Noting that the violations occurred seven years ago, 
the Court nevertheless found that there was a reason- 
able likelihood of future violations since defendant 
Bruce Paul testified that he did not believe his conduct 
in 1971 was improper and that he would continue to 
employ the same methods in obtaining information 
about a stock in which he was interested. 


The funds to be disgorged by the Paul defendants will 
be added to funds disgorged by other defendants who 
previously settled this action, approximately $150,000, 
and disbursed pursuant to court order. 


(See Litigation Release Nos. 6056, 6857, 6950, 7114, and 
7360 and Investment Company Act Release Nos. 8751, 
8807, 8828, 8867, 9201 and 9264.) 





Litigation Release No. 8624/December 21, 1978 
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SEC v. MALETTE MARTIN, ET AL. (District of Arizona, 
CIV 78-918 PHX CAM) 


Gerald E. Boltz, Administrator of Los Angeles Regional 
Office, announced that on December 1, 1978 the 
Commission filed a civil injunctive action in the federal 
district court in Phoenix, Arizona, against Malette 
Martin, Martin Oil and Gas Company and Midwest 
Minerals, Inc., all located in Phoenix, Arizona. 


The complaint charged that Malette Martin and Martin 
Oil and Gas Company violated the registration and 
anti-fraud provisions of the federal securities laws in 
connection with the offer and sale of interests in 17 oil 
and gas drilling and production investment programs. 
The complaint further alleged that Martin and Martin 
Oil and Gas Company raised $6,900,000 from approxi- 
mately 200 investors utilizing offering circulars and 
other sales materials which omitted to disclose that: 


1) investor funds from the investment programs were 
commingled with each other and with the personal 
funds of Martin; 


2) Martin borrowed $1,700,000 from an Arizona bank 
and pledged as security for the loan working interest in 
oil leases purportedly belonging to investors in the 
investment programs; 


3) corporations owned by Martin performed drilling 
services for the investment programs without dis- 
closing to investors the nature, costs, terms and 
profits to Martin for such services; 


4) Martin did not have sufficient cash to honor certain 
buy back guarantees entered into with investors; 


5) contrary to an example used in the offering 
circulars no investors had ever achieved a 33-1/3% 
return on an investment in the investment programs; 


6) sales commission from 4 to 8% were paid to 
salesmen in connection with the promotion and sale of 
interest in investment programs; and 


7) Martin and Martin Oil did not maintain adequate 
books and records. 


Malette Martin and Martin Oil and Gas Company, with- 
out admitting or denying .the allegations in the 
Commission’s complaint consented to the entry of a 
final judgment of permanent injunction enjoining them 
from further violations of Sections 5 and 17(a) of the 
Securities Act of 1933 and Section 10(b) of the 
Securities Exchange Act of 1934 and Rule 10b-5 there- 
under; and Midwest Minerals, without admitting or 
denying the allegations in the Commission’s com- 
plaint, consented to entry of a final judgment of 





permanent injunction enjoining it from further 
violations of Section 5 of the Securities Act of 1933. 
The final judgment of permanent injunction was 
entered by the Honorable C.A. Muecke on December 4, 
1978. 


Malette Martin and Martin Oil also consented to other 
equitable relief including to: 


1) establish and maintain a bookkeeping system with 
respect to Martin Oil and Gas Company and each oil 
and gas drilling and production investment program 
satisfactory to an independent certified public 
accounting firm to be engaged by Martin and Martin Oil 
and Gas Company; 


2) establish and maintain separate sets of books and 
records for Martin Oil and Gas Company and each oil 
and gas drilling investment program; 


3) document all accounting policies and procedures; 


4) separate Malette Martin’s personal financial 
records and transactions from those of Martin Oil and 
Gas Company and each oil and gas drilling and pro- 
duction investment program; and 


5) engage an independent certified public accounting 
firm to conduct an annual limited audit to assess the 


integrity of investors’ interest in each oil and gas 
drilling and production program. 





Litigation Release No. 8625/December 22, 1978 


SECURITIES AND EXCHANGE COMMISSION v. 
STEVEN SILVERBERG (United States District Court for 
the Southern District of New York, Civil Action No. 
78-6130) 


The Securities and Exchange Commission today 
announced the filing of a Complaint in the United 
States District Court for the Southern District of New 
York against Steven Silverberg (“Silverberg”) of New 
York, New York alleging violations of Section 10(b) of 
the Securities Exchange Act of 1934 and Rule 10b-5 
thereunder. The Court entered a Final Order against 
Silverberg which, among other things, enjoins him 
from further violations of the anti-fraud provisions of the 
Securities Exchange Act of 1934 and orders him to 
comply with certain undertakings providing for 
disgorgement of profits and the making of a rescission 
offer. Silverberg consented to entry ‘of the order 
without admitting or denying the allegations in the 
Commission’s Complaint. 


The Commission’s Complaint alleges that from on or 
about July 6 to July 18, 1978, Silverberg purchased 
shares of the common stock of American Land 
Company (“American Land’’) without disclosing 
material non-public information then in his possession 
concerning the company, including that he and others 
were negotiating for, and subsequently acquired, 
control of American Land by an agreement pursuant to 
which American Land received real estate located in 
Atlantic City, New Jersey, appraised at $1.56 million in 
return for approximately 82% of American Land’s 
common stock and that the Company intended to build 
and operate a hotel-casino in Atlantic City subject to 
certain contingencies. The Complaint also charges that 
Silverberg discussed certain information regarding his 
contemplated purchases of stock in American Land 
with a relative who then purchased and sold shares of 
American Land’s stock without disclosing the 
information to the sellers of such securities. 


In addition to the injunctive relief against violations of 
the anti-fraud provisions, the Final Order ordered 
Silverberg to offer to rescind and to rescind, upon 
acceptance of such offer, all purchases made by him of 
American Land common stock in the open market and 
to disgorge any and all profits received from the sale of 
such common stock purchased by the related persons 
during this period. 





Litigation Release No. 8626/December 22, 1978 


S.E.C. v. S. HAYWARD WILLS, ET. AL. (D.D.C.) Civil 
Action No. 77-0097 


The Securities and Exchange Commission announced 
today that in S.E.C. v. S. Hayward Wills, et. al., 
(D.D.C.) Civil Action No. 77-0097, Judge Gerhard A. 
Gesell denied the Commission’s request for injunctive 
and ancillary relief as to the two remaining defendants, 
S. Hayward Wills and Paul R. Stuken. 


Before denying the injunction and request for ancillary 
relief, however, Judge Gesell found the Messrs. Wills 
and Stuken negligently violated Sections 13(a) and 
14(a) and (e) of the Exchange Act and Sections 5(b)(1) 
and 17(a) of the Securities Act. Holding scienter to be 
an essential element of an SEC injunctive action under 
Section 10(b), on the other hand, the Court concluded 
that the SEC failed to prove that the defendants acted 
with an intent to deceive or in a reckless fashion in 
connection with the material misstatements and non- 
disclosures by Credit. Accordingly, the Court finds no 
violation of Section 10(b) and Rule 10b-5. 
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Litigation Release No. 8627/December 26, 1978 


UNITED STATES OF AMERICA v. DONALD B. WOHL 
(U.S.D.C., N.D. Ohio, E.D., CR NO. 78-182) 


James R. Williams, United States Attorney for the 
Northern District of Ohio, and William D. Goldsberry, 
Administrator of the Chicago Regional Office of the 
Securities and Exchange Commission, announced that 
on December 18, 1978, Donald B. Wohl, formerly of 
Shaker Heights, Ohio, pleaded guilty in the U.S. 
District Court in Cleveland, Ohio, to two counts of an 
11 count indictment originally returned on October 17, 
1978. The subject counts charged him with violations 
of the anti-fraud provisions of the Federal securities 
laws in the offer and sale of securities to one of his 
customers. The Court deferred sentencing pending a 
pre-sentence report. 


For further information see Securities Exchange Act of 
1934 Release No. 14851 and Litigation Release No. 
8587. 





Litigation Release No. 8628/December 27, 1978 


SECURITIES AND EXCHANGE COMMISSION v. PENN 
CENTRAL CO., ET AL. (Eastern District of 
Pennsylvania, Civil Action No. 74-1125) 


The Securities and Exchange Commission announced 
that on December 20, 1978, Chief Judge Joseph S. 
Lord, lll, the United States District Court for the 
Eastern District of Pennsylvania, entered Final Judg- 
ments of Permanent Injunction against Francis Rosen- 
baum and Joseph Rosenbaum, defendants in 
Securities and Exchange Commission v. Penn Central 
Co., et al. (E.D. Pa. Civil Action No. 74-1125). The 
Rosenbaums consented to the entry of the injunctions 
without admitting or denying the allegations in the 
Commission’s complaint. 


The Judgments enjoin both Rosenbaums from vio- 
lations of the antifraud provisions of the securities 
laws. The judgments also provide that, if pending liti- 
gation by the Trustees of the Penn Central 
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Transportation Co., against the Rosenbaums is settled 
without a trial on the merits, the Rosenbaums will pay 
not less than $25,000 to the Penn Central in that case. 
If the litigation is tried on the merits, the Rosenbaums 
are not bound by the payment provision. 


The Commission’s Complaint alleged that the Rosen- 
baums and others violated the antifraud provisions of 
the Federal securities laws in connection with the 
transfer of Penn Central Transportation Co. funds to a 
Liechenstein bank account prior to the bankruptcy of 
the company in 1970. 
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ACCOUNTING SERIES 
Release No. 259/December 28, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 6009/December 28, 1978 








SECURITIES INVESTOR PROTECTION ACT 
OF 1970 





SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 81/December 27, 1978 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15437/December 27, 1978 
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